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international relations in Asia today and into the future. It is our collective
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tions and contemporary complexities of the Asian region. Their intellectual
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Washington, D.C.
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International relations (IR) in Asia are changing in many significant ways
and at two principal levels: state-to-state and society-to-society.1 As a con-
sequence a new regional system is emerging. While the governments in Asia
interact and cooperate on many issues, they still evince suspicions and oc-
casional tensions. Major power interactions remain volatile. Yet, at a second
level, the societies of the region are interconnected to an unprecedented de-
gree. To some extent, this interdependence acts as a buffer against potential
interstate rivalry and conflict. This introductory chapter explicates these two
levels for understanding international relations in Asia today.

DEFINING ASIA

The Asian region—stretching from the Pacific Ocean in the east to the
Hindu Kush in the west, and from Siberia in the north to the Indian Ocean
in the south—is primarily distinguished by its remarkable diversity of char-
acteristics in all respects: geographic, cultural, ethnic, religious, social, de-
mographic, political, economic, technological, educational, linguistic, com-
munication and transportation, energy and environment, and military
attributes. Asia includes some of the world’s most and least developed
countries, some of the strongest and some of the weakest. The other princi-
pal regions of the world—the European Union, Middle East, or Latin Amer-
ica—all display greater homogeneity in these realms than does Asia.

With such remarkable diversity spanning thirty-seven nation-states,
any attempt to identify patterns and overarching processes that define
and characterize international relations in Asia must proceed cautiously.
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Generalizations inevitably do not apply across the region. Indeed, Asian
international relations are still an amalgam of interactions occurring in
five distinct sub-regions: Australasia, Southeast Asia, Northeast Asia,
South Asia, and Central Asia. While the chapters in this volume are tes-
timony to the increased linkages across these sub-regions in various ways
and at various levels—and to this extent we are witnessing the gradual
emergence of a true pan-regional Asian system (at least at the sub-state
level)—nonetheless each of these five arenas still tends to operate ac-
cording to its own dynamics. One consequence of this regional diversity
and continuing distinctiveness of the five sub-regions has been the slow
development of pan-regional intergovernmental institutions—although
each sub-region has its own institutions, the development of a pan-re-
gional multilateral architecture has been slow.

The regional order in Asia today still bears many of the hallmarks that
have characterized it for a number of decades: the American presence and
alliance system, a “rising” China, an uncertain Japan, a divided Korea and
China/Taiwan (and the existence of “security dilemmas” in each instance),
an increasingly confident and coherent Association of Southeast Asian Na-
tions (ASEAN), a mixture of political systems amid a general trend toward
the growth of democracies, entrenched nationalism, dynamic economic
growth, educated societies, and disciplined workforces. These characteristics
continue to distinguish Asian international relations.

In addition to the persistence of these traditional features, a variety of
new features have also appeared that are reshaping regional dynamics and
creating a new regional order. These include the rise of India and its re-
gional role; a reengaged Russia; the rebalancing of major power relations;
the growth of intraregional and extraregional multilateral institutions and
forums; increased intraregional interdependence in all spheres; the growing
impact of “soft power” in intercultural relations; the ascent of political and
radical Islam; the advent of terrorism; the rise of various “non-traditional”
security threats; the growing danger of a Taiwan independence movement
and separatist movements in China, India, Indonesia, and Sri Lanka; an in-
creasingly repressive Myanmar (Burma); and the increased military mod-
ernization across the region. Thus, Asian international relations also reflect
these relatively new phenomena—all of which have added to their com-
plexity and diversity.

The subsequent chapters in this volume are all testimony to these old and
new dynamics. These contributions address the traditional and changing
roles of external powers (the United States, Europe, and Russia), regional
powers (China and Japan), and the emergence of new actors (India, Aus-
tralia, Central Asia); the role of ASEAN, the Shanghai Cooperation Organi-
sation, and the gradually emerging multilateral regional architecture; the
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troublesome Korean Peninsula; and three important functional features of
the emerging regional order: economics, globalization, and regional secu-
rity. In the next two chapters, Samuel Kim and Amitav Acharya, respectively,
place contemporary international relations in Asia in both historical and
theoretical perspective. While the subsequent chapters raise and elaborate
different components of the emerging regional system in Asia, the remain-
der of this introduction provides my own sense of the dominant macro
trends in the region today.

ASIA BY THE NUMBERS: KEY INDICATORS OF IMPORTANCE

Asia’s importance in world affairs can be measured in a number of ways.
Consider the following indicators.2

Demographically, 3.5 billion people live in Asia, comprising 58 percent
of the world’s population. Eight of the world’s fifteen most populated na-
tions are in Asia (China, India, Indonesia, Pakistan, Bangladesh, Japan, the
Philippines, and Vietnam). The world’s three largest Islamic nations are in
Asia (Indonesia, Pakistan, Bangladesh), with 640 million Muslims living
across the region—more than anywhere in the world and more than all
Middle East nations combined. Asia is home to many of the world’s major
religions, including Buddhism, Catholicism, Christianity, Confucianism,
Hinduism, Islam, Shintoism, and Taoism.

Asia has four of the world’s eight societies with longest life expectancies
(Japan, Singapore, Hong Kong, Australia), while none of the top twenty in-
fant mortality rates are in Asia—testimony to the dramatic economic devel-
opment and improved standard of living in the region, as well as the suc-
cess of China and India in reducing absolute poverty over the last two
decades. China alone has lifted two hundred million of its citizens out of
absolute poverty since 1980. Despite such progress, eight hundred million
Asians (66 percent of the world’s poor) still live on less than $1 per day.3

Asian GDP per capita annual incomes range from a low of $260 in Cam-
bodia to a high of $32,000 in Japan.4

Socially, while Asia remains poor—in some places desperately so—vari-
ous indicators indicate the transition that many societies are making from
developing to newly industrialized country (NIC) status. China, Japan, and
India rank among the top six nations in terms of GDP (on a purchasing
power parity basis), while South Korea, Indonesia, Taiwan, and Australia all
rank in the top twenty in the world. On a per GDP capita basis, though,
only Hong Kong, Australia, and Japan rank in the top twenty-five interna-
tionally. China, India, and Japan rank in the top ten of Internet and mobile
phone users—with China alone having an estimated 137 million people

International Relations in Asia 5



online (although with multiple users per account, this number could be
2–3 times higher) and 461 million communicating by cell phone every
day.5

While Asia has modernized, and in so doing has been able to eradicate a
number of chronic diseases, other public health problems have arisen—
such as SARS (severe acute respiratory syndrome), avian flu, and HIV/AIDS.
India and China now rank among the top fifteen (number two and four-
teen, respectively) of people living with HIV/AIDS in the world.

Asia has become the source of innovation and technological advances.
China, India, Japan, South Korea, Singapore, and Thailand all have invested
in large government spending initiatives on science—dwarfing the shrink-
ing budgets in the West. Japan, South Korea, China, and Singapore all rank
among the world’s top “core innovators” in terms of share of GDP spent on
research and development (R&D). China alone invested $13.6 billion in
science and technology R&D in 2006 (about 2.1 percent of GDP)—more
than any other nation in the world except the United States.6

Since the late 1980s, Asian economies have grown at the fastest rate in the
world. Asia accounted for 35 percent of the world economy (global GDP)
in 2005; growing at current rates it will account for 43 percent by 2020.7 Of
this total 35 percent, China alone accounted for 14 percent of global eco-
nomic activity, India for 7 percent, and the rest of Asia for 14 percent col-
lectively.

No Asian nation has known either flat or negative growth during the past
quarter century. Even Japan, where the growth rate remained the most stag-
nant in the region during this period, posted a 1.9 percent growth rate from
1990 to 2006. China’s GDP growth was the highest in the region, growing
at a clip of 9.2 percent, while India’s was 6.2 percent, Singapore’s 5.9 per-
cent, Malaysia’s 5.7 percent, South Korea’s 5.4 percent, Thailand’s 4.8 per-
cent, Taiwan’s 4.4 percent, and so on. Since 1980 the Chinese economy
alone has grown by 878 percent and the Indian economy by 319 percent,
as contrasted to 121 percent growth in the U.S. economy and 58 percent in
Germany.8 Ten of the thirty most competitive economies are in Asia.9

Asia has become the center of world trade—accounting for nearly one-
third of global trade volume. If Hong Kong is included, Asian nations count
for six of the top twenty trading nations in the world. Most of this trade
travels by shipping containers. Hong Kong, Kaohsiung, Osaka, Pusan, and
Singapore are among the world’s busiest cargo and container ports. A stag-
gering 55,000–60,000 commercial vessels and oil tankers traverse the
strategic Strait of Malacca every year, carrying more than a third of the
world’s shipping trade and half of its crude oil shipments.10

As trade has burgeoned, some nations in Asia have grown rich, very rich.
Asia held 64 percent of total global currency reserves in 2008. If Hong Kong
is included separately from China, eight of the world’s ten largest holders
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of these reserves are in Asia (China, Japan, Taiwan, South Korea, India, Sin-
gapore, Hong Kong, Malaysia). China alone holds $1.75 trillion in 2008,
while Asia as a whole has amassed a staggering $2.8 trillion (out of a global
total of $4 trillion)! In another notable trend, since the late 1990s, Asian
nations do more trade with each other than outside the region.

This dramatic domestic economic growth has been stimulated by the
strong growth in intraregional trade and investment. Asia accounts for
about 60 percent of global capital inflows, approximately $150 billion per
year.

Asia’s economic growth has also been fueled (literally) by dramatically
increased amounts of energy imports to the region. China, Japan, India,
and South Korea ranked respectively as second-, third-, fifth-, and eighth-
largest oil importers in the world in 2006. Explosive growth has also pro-
duced severe environmental degradation. In 2001 Asia accounted for one-
third of global CO2 emissions (7.4 billion tons),11 but it is nearing half of
the world’s greenhouse gas emissions in 2008 (over 10 billion tons).

In terms of regional security, Asia accounted for five of the world’s ten
largest standing armies in 2008 (China, India, North Korea, South Korea,
Vietnam) and the world’s four largest surface navies (if the U.S. and Russian
navies are included, along with China and Japan).12 In terms of total de-
fense expenditure, Asia ranked equal to European NATO nations in 2005
($256 billion for Asia versus $259 billion for European NATO countries),13

but only half of the United States ($495 billion). The International Institute
for Strategic Studies (IISS) estimated that China and Japan had the second-
and fourth-largest defense budgets in the world in 2005 (the United States
ranked first and Russia third). Almost all militaries across the Asian region
are modernizing their forces.14 For most, this involves importing sophisti-
cated weaponry from abroad. Six of the world’s top ten arms importers are
in Asia (China, India, Japan, Pakistan, South Korea, Taiwan), although in
aggregate the Middle East still imports more (led by Saudi Arabia, the
United Arab Emirates, Israel, and Egypt).15

Taking Stock

Thus, by many measures, Asia ranks in the top tier globally. These trends
are only likely to accelerate into the future. Among other consequences, it
means that the entire world would be severely and negatively affected if
Asia experienced a major economic downturn, social catastrophe, or mili-
tary conflict.

Understanding capacities in Asia, as illustrated by the indicators above, is
an important starting point for understanding the stakes involved in Asian
international relations. But how do the nations and societies in Asia actu-
ally interact?

International Relations in Asia 7



We can distinguish two distinct “levels of analysis” to grasp these inter-
actions.16 The first is at the regional “systemic” level and involves govern-
ments. The interaction of these governments, particularly the major powers,
leads to the question of whether a distinct regional system is discernible and,
if so, what are its properties? The second level of analysis is at the societal
level. Here one asks, what are the patterns of non-governmental interac-
tions across the region, and what impact do they have on Asian interna-
tional relations?

THE ASIAN SYSTEM TODAY: 
A COMPLEX REGION IN SEARCH OF COHERENCE

At the systemic level, Asian international relations must be viewed both as
a regional subset of the global system, as well as possessing distinct regional
properties. Samuel Kim’s and Amitav Acharya’s subsequent chapters illus-
trate different ways of thinking about Asia’s systemic properties—both his-
torically and theoretically. Analysts are well advised to use both prisms
when evaluating the regional system today. Even if the historical features
described by Professor Kim (which he identifies as the “three transforma-
tions”) no longer define Asian IR today, their lingering influence continues
to be present in the minds of many Asians. As in Europe and the Arab
world, the burden of historical experiences (the “international politics of
memory”) weighs heavily on the collective consciousness of Asians.

The traditional hierarchical “Sinic” or “Sinocentric” system (also referred
to as the “tribute system”), which characterized Asia for centuries, contin-
ues to cast its shadow today as China undergoes its fourth “rise” in his-
tory,17 and many wonder if China is trying to re-create a modern-day ver-
sion of the ancient hierarchical hegemonic system. What has been
described as the “Indic system,” which lasted from the fourth through eigh-
teenth centuries, still weighs on the South Asian subcontinent although the
region is now comprised of six sovereign states.18 The European colonial
systems, which penetrated into the region during the eighteenth and nine-
teenth centuries, have had a lasting impact on South and Southeast Asian
states and societies—although more on intrastate than interstate systems. It
was the colonial period that brought the nation-state to Asia—and with it
the concepts of sovereignty, national governments (many republican) and
militaries, defined boundaries, and other key features of the modern inter-
national system. Japan’s ascendance from the late-nineteenth through the
mid-twentieth century defined the regional (dis)order for half a century,
and its horrific consequences continue to lie not far below the surface of
Asian minds and memories today (particularly in those societies once oc-
cupied by Japan). The Cold War in Asia also defined (and polarized) the re-
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gional order for at least a quarter century. While it embodied the same
global feature of bipolar competition between the United States and former
Soviet Union, the Cold War in Asia also had its own unique characteristics
owing to nationalist and communist revolutions in Korea, China, Vietnam,
and other Southeast Asian societies.

Since the end of the Cold War, the region has experienced a number of
complex trends—which do not make for a single integrated regional “sys-
tem.” Rather, multiple properties constitute a multilayered architecture,
which gives international relations in Asia their defining quality today. Such
complexity and multiple actors may not make for conceptual coherence,
but when taken together, the separate elements constitute a regional order,
although not necessarily a system per se.19

Amitav Acharya’s chapter helps us understand these elements by examin-
ing how the three most prevalent theories of international relations today
all illustrate, in some way and to some extent, the properties of the regional
order. Asian international relations today simultaneously involve Realist
features of power politics, Liberal institutionalist features of intergovernmen-
tal multilateralism, and Constructivist features of increasingly shared
ideational and behavioral norms among policy elites.

Theoretical Alternatives

There is no shortage of theoretical explanations or alternative models at-
tempting to characterize the Asian regional order/system. The contributors
to a stimulating book, edited by G. John Ikenberry and Michael Mastan-
duno, offer a number of alternatives: hegemonic stability theory, balance of
power theory, Liberal institutionalism, Constructivist theory, normative so-
cialization theory, identity theory, economic interdependence theory, and
hierarchical stability theory.20 In another major study, Muthiah Alagappa
identifies three conceptions of regional order: hegemony with Liberal fea-
tures, strategic condominium/balance of power, and normative-contractual
conceptions.21 In my earlier book Power Shift, I identified seven distinct al-
ternative models (hegemonic system, major power rivalry, “hub and
spokes” American-centric alliance system, concert of powers, condominium
of powers, normative community, complex interdependence) but con-
cluded that only three (hub and spokes, normative community, and com-
plex interdependence) had sufficient explanatory power to characterize
parts of the contemporary Asian order—but none were sufficient alone to
define it.

Other scholars have tended to emphasize one or another theory/model as
possessing definitive power. Aaron Friedberg argues that Asia’s future is Eu-
rope’s past, that is, great power rivalry will prevail.22 In contrast, David Kang
challenges the Friedberg thesis and argues that Asia is not going to follow
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Europe’s past of great power competition but is naturally returning to a
twenty-first-century form of the pre-nineteenth-century Sinocentric hierar-
chical system, with many Asian states accommodating themselves (“band-
wagoning” in political science jargon) to China as the emerging preeminent
power in the region.23 I tend to agree with Kang and have similarly argued
that China’s proactive engagement of its periphery has transformed inter-
national relations in Asia—giving Beijing de facto “veto power” over actions
by other states, at a minimum, or the role as the preeminent and most re-
spected power in the region, at a maximum.24

However, many other scholars wed to the Realist tradition (e.g., Evan
Medeiros and Robert Sutter) see Asian states “hedging” or “balancing”
against a rising China,25 and they see the United States as still being the
dominant power in the region.26 Historian and international affairs com-
mentator Robert Kagan argues that it is a dangerous “illusion to [try and]
manage China’s rise.”27 Another leading Realist, John Mearscheimer, ap-
plies his “offensive Realism” theory (or what I would label “hegemonic in-
evitability theory”) to Asia by arguing that China—like all great powers be-
fore—will inevitably seek regional hegemonic dominance and that this
“structural asymmetry” between the rising power (China) and existing
dominant power (United States) will define the Asian order and inevitably
cause great power war—unless the United States takes preemptive action.
Both Mearscheimer and Kagan argue that the only viable option to forestall
conflict with China is to preemptively contain it.28 In contrast, Amitav
Acharya rejects the applicability of Realist paradigms and has alternatively
argued that Asia is experiencing the emergence of shared norms about in-
terstate interaction, rooted in the “ASEAN Way,” which are beginning to be-
come rooted in regional institutions.29

While no single theory explains all, each contributes in part to our un-
derstanding of Asian international politics in the early-twenty-first century.
For our purposes here, it is the Realist and Liberal features that contribute
to understanding the (regional) systemic level of analysis. Let us examine
each of these in turn.

THE ROLE OF MAJOR POWERS

Asian international relations certainly continue to exhibit the features of
major power politics. Indeed, power politics has been a distinguishing fea-
ture of Asian IR over time.30 Both Northeast and Southeast Asia have tradi-
tionally been fulcrums of conflict (notably the Korea Peninsula, Sea of
Okhotsk, Strait of Malacca, Manchuria, and Indochina), while Central Asia
was the scene of great power maneuvering (the “Great Game”).31
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In the early twenty-first century, Asia remains the only region of the world
where all the major powers interact: the United States, Russia, China, India,
and Japan. As Sebastian Bersick’s chapter in this volume discusses, the Eu-
ropean Union also plays its role economically and diplomatically, although
not strategically or militarily. The chapters by Sheldon Simon, Martha Brill
Olcott, and Scott Snyder further illustrate that Southeast Asia, Central Asia,
and Northeast Asia (particularly the Korea Peninsula) are the principal loci
of major power interactions. To date, major power competition has not af-
fected the Western Pacific, as it remains dominated by the United States and
its allies Japan and Australia (see the chapters by Michael Green and Hugh
White).

The chapters by Robert Sutter, Ralph Cossa, and Michael Yahuda in this
volume all argue that the United States remains the key “external balancer,”
maintaining peace and stability in the region. While the United States re-
mains the region’s strongest power, as measured by economic and military
capabilities, many Asians perceive U.S. diplomatic influence and moral
prestige to have declined markedly during the post–Cold War era.32 The
George W. Bush administration was criticized throughout Asia for being
distracted by the war in Iraq and generally neglecting the region, not notic-
ing the successes of China’s regional “charm offensive,” trying to enlist
Asian states in a strategic “hedging” policy against China, not pushing
Japan to reexamine its World War II war crimes so as to ameliorate strains
in Tokyo’s relations with its neighbors, neglecting Southeast Asia altogether
(except through the “War on Terror” prism), not engaging in presidential
diplomacy, and being preoccupied by the North Korean nuclear issue.

Some U.S. Asia specialists agree with the Asian critique,33 while others ro-
bustly deny it.34 Those who disagree argue that America’s position in Asia is
stronger than ever, that Asian countries look to Washington for “leader-
ship,” and that the United States provides the “public good” of preserving
the regional peace through its military presence, has managed its relation-
ship with China well, has strengthened its alliances and partnerships with
key allies, has worked hard to roll back the North Korean nuclear program,
has provided significant humanitarian assistance to tsunami and earth-
quake victims, has promoted democracy, and enjoys strong public opinion
ratings.35

What is clear is that the United States’ power and reputation in Asia are
no longer uncontested. Even if it still is the strongest power, its strength is
no longer as absolute and has declined relatively against other regional pow-
ers. Nor does America’s power translate as easily into influence as it once
did. Washington must now compete with Beijing and ASEAN in the “mar-
ketplace of ideas” about regional order. As a result, a more diffuse pattern
of major power interactions has emerged.
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Since the end of the Cold War, the major powers’ roles in Asia have been
more those of complex interaction and interdependence than competition
or classic rivalry. To be sure, there is strategic maneuvering among these ma-
jor powers—as the United States attempts to maintain its postwar preemi-
nence, China seeks to become the region’s leading power (by design or de-
fault), Japan and India try to carve out relatively larger regional (and global)
roles for themselves, while Russia tries to “get back in the game” and re-
assert its presence on the Asian stage. But such maneuvering remains fluid,
and no two powers are locked in a dyadic struggle for dominance, as dur-
ing the Cold War. Indeed, a defining characteristic of major power interac-
tion in Asia today is that each of the powers maintains extensive and inter-
dependent ties with the others. While some scholars, such as Robert Ross,
perceive the region to be cleaving into two geographic camps, continental
and maritime,36 structural polarity is not (yet) present, as was the case dur-
ing the Cold War.

Recognizing this fluidity and interdependence, it is nonetheless apparent
that an incipient rivalry for preeminence and influence is taking place at
two levels: (1) between the region’s two biggest powers, the United States
and China, and (2) between Japan and China. This rivalry has both bilat-
eral and trilateral dimensions—but to date has not been truly triangular per
se, as Japan has not been an equal and autonomous actor (given its alliance
with and dependence on the United States). For much of the post–Cold
War period Tokyo has tilted strongly toward the United States, as bilateral
relations with Beijing deteriorated during the Koizumi period and various
voices in Japan warned of the looming “China threat.” The Sino-Japanese
antagonism during the Koizumi period replaced the long-standing triangu-
lar (China–Japan–United States) “Grand Bargain” of simultaneously coop-
erative relations among the three Asian powers, which had defined North-
east Asian international relations since the 1970s.37 However,
post-Koizumi, as prime ministers Abe and Fukuda came to office, the
Japanese government reached out to mend its frayed relations with Beijing.
And Chinese leaders readily reciprocated during 2006–2008. By so doing,
Tokyo has bought itself greater independence and leverage, and what had
been “tilted trilateralism” could increasingly take on the character of tradi-
tional triangular politics.

Much has been written about the U.S.-China strategic relationship in
Asia, with a wide variety of views presented.38 As noted above, some Real-
ists advocate “containment” (like Mearscheimer and Kagan) or “hard bal-
ancing” (like Friedberg) against China, while others advocate “hedging” or
“soft balancing” (like Medeiros or Sutter) against China. Other scholars,
like David M. Lampton and this author, believe that the United States and
China are not intrinsically caught in a “security dilemma” and can cooper-
ate effectively to maintain regional order.39 Still other analysts distinguish
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between the tactics of “internal” and “external” balancing: the former being
a kind of self-help policy of military modernization, while the latter entails
forging external alignments or alliances with stronger powers (United
States) against the would-be threatening power (China).

Japan and India are seen to have adopted both internal and external
means to balance China. In so doing, both New Delhi and Tokyo have
sought to strengthen their own militaries as well as to consolidate mili-
tary ties to the United States. While consistent with “external balancing,”
solidifying defense ties (with Australia as well) can be counterproductive,
as it can trigger counter-counterbalancing by Beijing (and Moscow). As
Thomas Christensen has aptly noted with respect to the strengthening of
the U.S.-Japan alliance, it produces a classic “security dilemma,” that is,
one side’s defensive actions are viewed offensively by another, causing
counteractions.40 In other words, strategic “hedging,” if too overtly un-
dertaken, can produce the opposite outcome intended—leading to coun-
termeasures, and the increased militarization and structural rigidity in the
region.

While some Southeast Asian states have pursued a counter-China hedg-
ing strategy,41 the majority of ASEAN has opted not just for a strong en-
gagement policy toward China, aimed at tying Beijing into a web of in-
traregional mechanisms, but has further sought to bind other major powers
into the regional order. In particular, Oxford scholar Evelyn Goh argues that
Southeast Asians want the United States to remain fully engaged as the re-
gion’s “primary power,” at the top of a regional hierarchy of powers. In this
hierarchy, she argues, ASEAN places China just beneath the United States.
She describes this as ASEAN’s “omni-enmeshment” and “complex balance
of influence” strategies, although it seems to be a strategy oriented toward
forging a de facto concert of powers.42 This Southeast Asian strategy derives
from its internal sense of vulnerability, as well as what Goh describes as its
“profoundly ambivalent feelings towards China.” In his chapter in this vol-
ume, Sheldon Simon shares Goh’s sense about ASEAN’s “enmeshment
strategy.”

Beijing has certainly not idly watched these actions around its periphery.
As Phillip Saunders’s chapter illustrates, China has embarked on a con-
certed “reassurance campaign” to persuade its neighbors that its rise poses
no threat to them or regional stability.43 Saunders argues that Beijing’s
power and influence in Asia—economic, diplomatic, military, ideational—
has grown significantly in recent years.

Despite the wide variety of views about the nature of the Sino-American
strategic relationship, there appears to be implicit agreement among most
analysts that this relationship has become the principal one defining the
Asian strategic order—replacing the earlier view held by many that the U.S.-
Japan relationship was most central.
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Beyond recognizing the paramount importance of Sino-American rela-
tions, two other widely shared assumptions among experts are that the U.S.-
China-Japan triangle is the critical feature of the regional strategic (and cer-
tainly the economic) order and that Asia cannot be strategically stable
unless the Sino-Japanese relationship is stable. Michael Green’s chapter in
this volume argues that Japan’s position between the United States and
China is not fixed and could well change. He argues that a severe diminu-
tion of U.S. power and influence in the region would push Tokyo to balance
China more actively—but, alternatively, if China continues its ascent to-
ward regional preeminence, Tokyo would be confronted with the awkward
choice of accommodation to, or confrontation with, Beijing (though he ar-
gues that this scenario is unlikely). Mike Mochizuki, an astute analyst of
Japan’s China policy, argues elsewhere that Tokyo pursues a mixed “double
hedge” strategy of engagement and balancing—promoting security cooper-
ation with the United States while expanding its own defense capabilities to
counter the rise of China, but is simultaneously developing commercial
and diplomatic links with China.44 Japan expert Kenneth Pyle also argues
that Tokyo is pragmatically adopting a balanced wait-and-see approach to
China’s rise, which contains dual elements of engagement and balancing of
China, but that—above all—Japan’s leaders seek autonomy and do not
want to become hostage to the China policy of the United States.45 Pyle’s
perspective reminds us that while many Japanese policy elites live with the
perpetual fear of “abandonment” by the United States, particularly during
periods when Washington flirts with strategic cooperation with Beijing, an-
other group worries about being too closely tied to the United States. It is
apparent that the strengthening and redefinition of the alliance from 1998
to 2008 was mirrored by Japan’s own declining influence in Asia. In other
words, as Tokyo banked its future with Washington, its political capital in
Asia declined. This is not good for Japan, for Asia, or for the United States.
A Japan that is closely integrated and active in Asia on all levels is most con-
ducive to regional stability, while a Japan tethered solely to the United
States is not.

While not all specialists would agree, many also recognize the new im-
portance of India’s rise in defining the regional order (see Sumit Ganguly’s
chapter), as New Delhi becomes increasingly involved on the East and Cen-
tral Asian stages. India’s dramatic economic growth, military moderniza-
tion, nuclear weapons capability, active diplomacy, and integration into re-
gional institutions have all raised New Delhi’s profile in Asia. This is only
expected to continue.

Finally, Russia is also trying to reassert itself in Asia. While its commercial
interaction with the region remains minimal, Moscow is leveraging its con-
siderable energy resources to increase its influence among Northeast Asian
countries. Its arms sales to China and India (averaging approximately $3
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billion each per year) also allow Moscow to influence the Asian security en-
vironment. Diplomatically, the Sino-Russian relationship is stronger than
in decades, while Moscow has also sought to build up a triangular axis with
India and China.46 Russia is also one of the members of the Six-Party Talks
(SPT) on North Korea, and Moscow chairs the SPT Working Group to study
the feasibility of a Northeast Asia Peace and Security Mechanism
(NEAPSM). As Martha Brill Olcott’s chapter details, Russia’s influence in
Asia is greatest in Central Asia.47 While Moscow has sought to reestablish it-
self as an Asian player during Vladimir Putin’s presidency, its longer term
influence is weak due to geographical distance, lack of economic competi-
tiveness, and its essentially Eurocentric identity. Going forward, as the ex-
perienced Asia hand and U.S. diplomat J. Stapleton Roy has aptly observed,
“Russia needs to have a sense of participation. That’s the secret to managing
Russia as an Asian power, albeit a somewhat diminished power.”48

Given the character and interactions described above, what is the overall
structural character of major power relations in Asia? Is the region “ripe for
rivalry,” as Aaron Friedberg has suggested?49 Is Europe’s past Asia’s future?

It must first be recognized that the principal major power relationship in
the region—between the United States and China—does contain elements
of classic balance of power international politics. Beijing and Washington do
not trust each other’s strategic intentions, are actively hedging against each
other and an uncertain future by competing for the loyalty of other Asian
states, and continue to share the intractable but potentially explosive Tai-
wan issue. The opaqueness of China’s military modernization program and
strategic intentions, on the one hand, and the paranoid anti-China invec-
tive often heard in Washington on the other, both fuel the competition.

Yet, I would argue, the Sino-American strategic competition remains a
“soft rivalry”—as neither has designated the other an overt adversary, both
governments deal extensively with each other, and both societies are deeply
enmeshed in a thick web of interdependence. Even if the rivalry hardened,
it is unlikely that it would lead to the bifurcation of international politics
in the region—as other Asian states are also deeply interdependent with
both America and China, and they would resist the false strategic choice of
having to choose sides between Beijing and Washington. As Hugh White re-
minds us in his chapter, other Asian governments work hard to avoid this
nightmare scenario and, as such, act as important buffers against the emer-
gence of Sino-American hostilities and the polarization of international
politics in the region. Nor are China and the United States powerful enough
to establish their unrivaled hegemonic dominance over the region. The ele-
ment of strategic competition in the relationship similarly forecloses the
possibility of the two powers establishing a condominium over the region—
although on some issues they can work effectively together to maintain re-
gional peace and security.
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An Asian Concert of Powers?

A few years ago I dismissed the possibility of a concert of powers emerging
in Asia, but now it seems more plausible and deserving of consideration.50

Several new features have emerged since 2005 that make a concert of pow-
ers more conceivable.

The relative decline in U.S. power and influence combined with the
growth in Chinese and Indian power and influence, and the increased co-
herence of ASEAN coinciding with its fortieth anniversary and adoption of
a new ASEAN Charter, have all contributed to rebalancing the distribution
of comprehensive power capabilities among these actors. But, perhaps of
greatest importance has been the amelioration of tensions and improve-
ment of relations between China and Japan since 2007. No Asian concert
can exist or function if the Sino-Japanese relationship is antagonistic or dys-
functional. While there certainly remain deep suspicions on each side, the
rapid improvement of ties during the Abe and Fukuda administrations has
brought normalcy back into the relationship—and with it the prospect of
Japan becoming a more active and trusted actor in the Asian region.

The return to cooperative ties among China, Japan, and the United States
would, to some extent, restore the “Grand Bargain” that prevailed from the
early 1980s through the late 1990s,51 but in today’s Asia, India and ASEAN
would also be partners in co-managing the region. Thus, a five-power con-
cert of China, India, Japan, ASEAN, and the United States may be emerging
as a defining element in Asian international relations. The distribution of
power among these actors, and the intensity of government and non-gov-
ernmental interactions among them, contribute to its potential. Russia
could become a sixth partner in the concert over time, but it still has far to
go to become regularly involved in regional diplomatic, economic, and se-
curity affairs.

For such a concert to more fully emerge would likely require both a more
explicit sense of shared community and responsibilities and a higher level
of institutionalization among the involved powers. The former requires
more explicit agreement of shared normative views about regional order—
both minimum standards to be respected by all nations as well as maxi-
mum aspirations of regional order and cooperation. The growing consen-
sus on norms of interstate relations among ASEAN, China, India, Japan,
and Russia could conceivably form the normative basis of such agreed
“rules of the road,” but it remains doubtful that the United States could ac-
cept many of the strictures concerning non-interference in domestic affairs.
It is also unclear how such a five-power concert would affect the existing
American alliance system in Asia (the two need not be mutually exclusive).
A concert of power would also require a new form of institutionalized con-
sultation exclusively limited to the five powers, which could meet annually
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at head of state as well as ministerial levels. But such an exclusive grouping
would likely aggravate other important regional actors, such as Australia or
South Korea, which would experience an unwelcome “second-class” status.
It is similarly unclear what such an arrangement would mean for many of
the existing multilateral forums in the region—particularly Asia-Pacific Eco-
nomic Cooperation (APEC) and ASEAN � 3 (again, they need not be mu-
tually exclusive).

Thus, even if some conditions seem ripe for the emergence of an East
Asian concert, there also remain serious impediments to realizing the vi-
sion. To be sure, the underlying strategic suspicions among China and the
United States, China and Japan, Russia and the United States, India and
China, and Russia and Japan all exercise a restraining influence. It is diffi-
cult to cooperate under conditions of strategic distrust. Yet, the Concert of
Powers that kept the peace in Europe for a century, following the Congress
of Vienna in 1815 until the outbreak of World War I in 1914, did so as
Britain, Russia, Austria, Prussia, France, Italy, and the Ottoman Empire all
strategically maneuvered against and balanced each other. Strategic trust
among these European powers was not high, yet they cooperated effectively
to maintain regional peace and order.

Thus, concerts need not be absent of strategic competition to function.
There simply needs to be a roughly equal division of material power and
a common recognition that unbridled competition can lead to war and
catastrophe and that the merits of cooperation work to stabilize the en-
vironment for all. The European Concert of Powers also worked because
the powers regularly met in a series of diplomatic conferences. The in-
tensity and extensiveness of bilateral interactions between Asian heads of
state and government ministers is staggering—and offers ample oppor-
tunity for such “concert consultations.” These also occur increasingly on
a multilateral level.

THE FUTURE OF ASIAN MULTILATERALISM

For a Concert of Asia to function in the twenty-first century, it too would re-
quire a degree of institutionalization. As noted above, the exclusivity of a
five-power concert would cause real problems with Russia, South Korea,
and Australia (perhaps Pakistan and Kazakhstan as well), whose interests
would have to be somehow accommodated. Then there is the issue of
ASEAN, itself an amalgamation of ten countries, which is not a unitary ma-
jor power and may well resist the very concept of a major power concert.
Nor does the existing multilayered architecture of regional multilateral
groupings lend itself to such a concert-type framework.
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The proliferation of Asian multilateral intergovernmental groupings has
become a distinguishing feature of the regional order, as discussed particu-
larly in the chapters by Sheldon Simon and Ralph Cossa. The Asian multi-
lateral architecture currently consists of

• The Association of Southeast Asian Nations (ASEAN) brings together
the ten nations of Southeast Asia.

• The Asia-Pacific Economic Cooperation (APEC) is a Pacific Rim group
that brings together East Asian nations with those of the Western
Hemisphere (the Pacific Rim countries).

• The Shanghai Cooperation Organisation (SCO) brings together China,
Russia, and the six Central Asian states (with Iran, India, and the EU as
observers).

• The South Asia Association for Regional Cooperation (SAARC) brings
together eight nations in South Asia.

• The Asia-Europe Meeting (ASEM) brings together twenty-three Asian
and European nations.

• The Forum for East Asia–Latin America Cooperation (FEALAC) brings
together thirty-one nations from these two regions.

• The Pacific Economic Cooperation Council (PECC) brings together
twenty-six Pacific Rim countries.

• The Pacific Island Forum (PIF) brings together sixteen independent
states in the Western Pacific, with thirteen dialogue partners from East
Asia, North America, and Europe.

• ASEAN has fostered a dialogue with China (ASEAN � 1) and another
with China, Japan, and South Korea (ASEAN � 3).

• The ASEAN Regional Forum (ARF) is a security dialogue forum that
brings together twenty East Asian states with five from outside the re-
gion (United States, Canada, EU, Bangladesh, and India).

• The East Asia Summit (EAS) brings together sixteen nations from East
Asia (with India and the EU as observers).

• United Nations Economic and Social Commission for Asia and the Pa-
cific (ESCAP) includes sixty-eight member states in East, South, and
Central Asia.

There also exists a wide range of regional organizations that address spe-
cific issues—from organized crime to telecommunications to public health
to energy security and other functional areas—which meet at the ministe-
rial and expert levels. These intergovernmental groupings are supplemented
by a wide range of non-governmental or semi-governmental conferences
and groupings—such as the Council on East Asian Community (CEAC),
Council for Security Cooperation in the Asia Pacific (CSCAP), and the
Shangri-La Dialogue on Asian Security.
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Since 1967 when ASEAN was established, many Western observers of
Asian international relations have argued that Asia would never be “ripe for
regionalism,” but they have been proven wrong. The proliferation of multi-
lateral organizations and dialogue groupings noted above is strong evi-
dence to the contrary. As these organizations have mushroomed, so has the
literature concerning them.52 While these groupings lack “hard institution-
alization,” as one finds in the European Union, they are nonetheless gain-
ing strength and influence with every passing year. Indeed, their relative lack
of institutionalization is one defining feature of the “Asian Way” of multi-
lateralism. Consensual decision making is another.

No single organization brings all of the Asian states together. Even the
ARF, which is the most inclusive, excludes Central Asian states. To date,
most of these groupings have not practiced “open regionalism.” That is,
their memberships are limited to subsets of countries. In particular, the
United States has been excluded from a number of them, but it must also
be said that Washington has demonstrated a distinct ambivalence and dis-
missiveness about all except APEC.53 In lieu of a single pan-regional organ-
ization, what has emerged is an architecture of overlapping bodies—simi-
lar to overlapping tectonic plates beneath the earth’s surface—that
supplement each other and work together to foster regional cooperation
and stability.

SUB-STATE INTERACTIONS: BUILDING INTERDEPENDENCE

While relations among major powers and other governments are the prin-
cipal defining characteristic of international relations in Asia, they are not
the only level of interaction. Different parts of Asian societies are au-
tonomous actors in their own right. In this respect, one might distinguish
between foreign policy (among governments) and foreign relations (among
societies). International relations today is certainly comprised as much by
the latter as by the former. This is the second level of the two-level game in
Asian international relations. To this end, let us consider some examples of
how Asian societies are increasingly knit together into a series of thick, in-
terdependent webs.

Perhaps the clearest indication of intraregional interdependence lies in
the trade realm. Since the 2001–2002 economic recovery in the region, fol-
lowing the Asian financial crisis of 1997, the percentage of trade within Asia
has increased dramatically. All Asian nations now trade more with each
other, intraregionally, than with Europe or North America. Central Asian
economies now trade 39.2 percent within Asia; China, 53.9 percent; India,
28.2 percent; Japan, 48 percent; Russia, 19.8 percent; South Korea, 51.7 per-
cent; and ASEAN, 61.1 percent.54 Intraregional direct investment also far

International Relations in Asia 19



outstrips foreign direct investment (FDI) originating in Europe or North
America. Ed Lincoln’s chapter offers multiple examples of these phenom-
ena.

This surge in intraregional trade and investment has been facilitated by,
and has also stimulated, an avalanche of bilateral and regional free trade
agreements (FTAs) and preferential trade agreements (PTAs). Figure 1.1 of-
fers a visual illustration of the spaghetti-like web of these arrangements. As
of 2007, no fewer than thirty-eight FTAs/PTAs are in force in the region, four
pending ratification by participants’ parliaments, and an additional sixteen
actively under negotiation.55 With the exception of the ASEAN FTA, which
links the ten member states together, the balance of these trade agreements
is bilateral. Some consideration is being given to a quadrilateral arrange-
ment among ASEAN, China, Japan, and South Korea (ASEAN � 3), which
ASEAN believes can become the basis of an East Asian Free Trade Area
(EAFTA).56

There are other indicators of the interconnectedness sweeping Asia. Con-
sider tourism and higher education.

Asian tourists with disposable income are fanning out across the region
in large numbers. In 2006, 167.2 million tourists visited the Asian region
(second globally behind the EU). Of this number, 78 percent was intrare-
gional travel among Asians.57 About half arrived by air, 40 percent crossed
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Figure 1.1. The “Spaghetti-Bowl” of Trade Agreements.
Source: Rajan Sudesh Ratna, “Rules of Origin: Diverse Treatment and Fu-

ture Development in the Asia and Pacific Region,” in Towards Coherent
Policy Frameworks: Understanding Trade and Investment Linkages,
Studies in Trade and Investment 62 (United Nations Economic and 
Social Commission for Asia and the Pacific, December 2007), 78,
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land boundaries, and 10 percent traveled by sea. From 2005 to 2006,
South Asia showed the fastest growth in tourism (11 percent), followed
by Southeast Asia (9.3 percent), and Northeast Asia (7.4 percent). Travel
is big business in Asia—generating $152.6 billion in tourist-generated
revenue in 2006.58 Tourism to China continued to dominate the Asian
tourist trade, both in volume and rate of growth. A staggering 46.8 mil-
lion visitors went to China in 2006, an estimated 74 percent of which
originated within Asia, with Thailand trailing far behind China at 11.6
million.59

As the Asian economies and societies have developed rapidly, opportuni-
ties for higher education have expanded around the region. Asia now boasts
a number of world-class universities, for example, Tokyo University, Waseda
University (Japan), Seoul National University, Beijing University, Tsinghua
University (China), Fudan University (China), Hong Kong University of
Science and Technology, National University of Singapore, Australian Na-
tional University, and University of Sydney (Australia). A number of others
are close to cracking the top tier, or have already done so in certain subject
areas, for example, Hong Kong University, Chinese University of Hong
Kong, Nanjing University (China), Zhongshan University (China),
Nanyang Technological University (Singapore), Yonsei University (South
Korea), National Taiwan University, Malaysian University of Science and
Technology, Amity University (India), Jawaharlal Nehru University (India),
and the University of Brisbane (Australia).

As a result, Asians are increasingly staying within the region for their uni-
versity educations, rather than going to the United States or Europe. Chi-
nese and Indian universities now each graduate between three and four mil-
lion students each year. China alone enrolled twenty-three million students
in college-level institutions (including vocational schools) in 2005.60 China
now enrolls 20 percent of the university age cohort, while South Korea and
Japan enroll 50 percent. Asian universities are also turning out increasing
numbers of graduates in the engineering and hard sciences—another indi-
cator that their economies are transitioning to newly industrialized status.
China alone graduates approximately two hundred thousand students with
B.A.’s in engineering per year,61 and in 2005 approximately thirteen thou-
sand Ph.D.’s in science and engineering.62 Science and engineering account
for nearly three in five bachelors now conferred in China, and by 2010 it is
projected that doctorates in the natural sciences and engineering will exceed
those awarded in the United States. As Chinese universities have revamped
and upgraded their curriculums, they are becoming more attractive to for-
eign students for their undergraduate and graduate training. These students
come to China for degrees in subjects other than Chinese studies. In 2006
China was also host to 162,411 foreign university students, 73 percent
(118,726) of whom came from other Asian nations.63 Australian, Japanese,
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and Singaporean universities are similarly attracting large numbers of Asian
students. For example, 64,000 of Australia’s 240,000 overseas students
come from other Asian countries.

Reflecting the emphasis on education and innovation, Asians have begun
to garner an increasing share of Nobel Prizes. If V. S. Naipaul and Gao
Xingjian are included, who have emigrated from India and China, respec-
tively, Asians have been awarded ten Nobel Prizes since 1990. This includes
Nobel Peace Prize winners and former politicians Aung San Suu Kyi (Myan-
mar) and Kim Dae Jung (South Korea), four Japanese scientists, one Japan-
ese writer, and one Indian economist.

Asians are also increasingly linked via webs of professional associations,
organizations, conventions, conferences, trade shows, and other forums.
Some are government sponsored, but most are not. Electronic communica-
tions facilitate further collaboration. Through these linkages, Asians are col-
lectively addressing and solving regional problems, and thereby forge last-
ing partnerships and increasingly regional (rather than national) identities.
While “regionalization” may be occurring at the state-to-state multilateral
level, “regionalism” is occurring at the societal level.64

Some of these processes are the manifestation of globalization, as Nayan
Chanda’s chapter illustrates, while others result from breaking down barri-
ers among Asian governments—permitting Asian societies to develop their
own natural linkages. It would be interesting to have data on cross-national
marriages within Asia, but one has the impression that they are rising. Cer-
tainly labor migration across national boundaries is accelerating. It is com-
monplace to find Chinese, Filipino, and Thai laborers and service sector
workers throughout the region today (Chanda’s chapter cites the figure of
eight million Southeast Asians working outside their home countries in
2005). Certainly, much of this labor mobility is illegal, and some is linked
to organized crime, the sex trade, and triads.

Non-Traditional Security

Another strong indicator of intraregional linkages is the plethora of
“non-traditional security” (NTS) challenges that know no national borders
and now span the region.65 While Ralph Cossa’s chapter in this volume ap-
propriately focuses on the “hard security” dimensions, Asian security is in-
creasingly comprised of “soft security” issues.

The NTS menu in Asia is as complex as the region itself. It includes a
prolific list of existing and potential threats: proliferation of weapons of
mass destruction (WMD) and toxic agents; pandemics and the spread of
infectious diseases (e.g., SARS, HIV/AIDS, avian flu); internal and illegal
cross-border migration; trafficking in illegal drugs and legal pharmaceuti-
cals; various forms of human security, including kidnapping and traffick-
ing in women (for prostitution and forced marriage) and children; finan-
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cial contagion and economic insecurity; environmental degradation (in-
cluding acid rain, air pollution, haze, toxic spills, etc.); terrorism of all
kinds; Islamic fundamentalism; natural disasters (earthquakes,
tsunamis); arms smuggling; sea piracy; ethnic separatism and communal
conflicts; armed militias and insurgencies; religious and millenarian
movements (like Falun Gong); poverty and social inequality; energy se-
curity; disputes over water resources (e.g., Mekong, Ganges); illegal fish-
ing; organized crime; cyber crime; and so on.

This is a rich menu of potentially serious challenges. What they all have
in common is the fact that they ignore national borders and thus require
(a) a recognition that state sovereignty is not immutable, and (b) collective
action by both national states and local authorities is required to effectively
deal with the issues. Internal issues become external issues. The following ar-
eas have attracted priority attention among NTS specialists in Asia.

Environment

Environmental threats have risen to the top of the NTS regional security
agenda in recent years.66 Acid rain emanating from Chinese factories con-
taminates the air and threatens lives on the Korea Peninsula, in Japan and
Hong Kong, and as far away as British Columbia and California. Despite the
2002 ASEAN Transboundary Haze Pollution Agreement, more than six
thousand smoldering fires (2006) in Indonesia continue to spread haze
through the air of Indonesia, Singapore, Malaysia, even western Australia,
and threaten the lives of people there.67 Upstream toxic contamination
from China (Guangxi and Guangdong) pollutes the downstream Mekong
basin in Vietnam and Laos,68 while heavily polluted rivers and the water
table in northern China poison people and make irrigation unusable. Chi-
nese cities are blanketed by air pollution (seven of the world’s eleven most
air-polluted cities are in China), while cities in India and Southeast Asia
also suffer from dangerous levels of air pollution.

While of a different nature, environmental security also includes natural
disasters such as tsunamis, typhoons, cyclones, and earthquakes. South and
Southeast Asia have suffered more than their share of these recently. The
devastating 2004 Christmas tsunami in the Indian Ocean and Andaman
Sea, the earthquake that struck northern Pakistan in 2005, and the 2008
earthquake in Sichuan, China were of unprecedented magnitude. China
also remains prone to severe flooding every year.

Terrorism and Armed Insurgencies

Islamic terrorists based in Indonesia linked to Jemaah Islamiyah (JI), Is-
lamic Defenders Front (FPI), and al Qaeda have bombed several targets in
Bali and central Java—they threaten not only Indonesia but neighboring
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countries as well. JI operatives have been arrested in Malaysia, Singapore,
Thailand, and Australia.69 Senior al Qaeda operatives have also been ar-
rested in the Philippines and Singapore, prior to executing major attacks.
The Philippines has also been the home and victim of the Abu Sayyaf ter-
rorist organization, which has killed about 150 in bombings on ferries and
in markets near Manila and has been preempted prior to bombing shop-
ping malls and the U.S. Embassy. Pakistan continues to harbor a variety of
terrorist groups within its borders, particularly in the tribal areas along the
Afghan frontier. India has also experienced unprecedented attacks (al-
legedly emanating from Pakistan) in central Delhi, the Punjab, and Kash-
mir. China has also fallen victim to Islamic terrorists, linked to the East
Turkestan Islamic Movement (ETIM) and East Turkestan Liberation Orga-
nization (ETLO). There have also been links to al Qaeda, evidenced by the
fourteen Uighurs picked up after 9/11 in Afghanistan. The terrorist problem
in Xinjiang is linked to pan-regional networks across Central Asia and the
Caucasus—which the Shanghai Cooperation Organisation has managed to
collectively confront. In this regard (counterterrorism) the SCO seems more
effective than its East Asian counterparts.

The Muslim insurgency in southern Thailand has caused six hundred vi-
olent incidents and killed two thousand people since 2004.70 The festering
Maoist insurgencies in the southern Philippines and Nepal have resulted in
the collapse of local government in the former and national government in
the latter. Several ethnic insurgencies fester in northern Myanmar, while Sri
Lanka continues to suffer from the prolonged Tamil insurgency.

Public Health and Pandemics

Pandemics in Asia are not a new phenomenon. The region has experi-
enced outbreaks of malaria, tuberculosis, cholera, smallpox, meningitis, en-
cephalitis, influenza, and various air- and waterborne diseases for many
years. More recently and of a larger threat, HIV/AIDS, SARS, avian flu
(H5N1), and hand, foot, and mouth disease (HFMD) have spread through
East and Southeast Asia. Regional governments and ASEAN have worked ef-
fectively together to control the spread of these potential pandemics to date.

Transnational Crime

Asia is hardly immune to organized and transnational crime.71 This takes
a variety of forms: money laundering; loan sharking, extortion, racketeer-
ing; drug manufacturing, smuggling, and trafficking; small arms smuggling;
luxury car theft and smuggling; kidnapping and human smuggling; sex
trade networks; gambling; trafficking in ivory and other endangered species;
gang violence; pirating and distribution of software, CDs, DVDs, bank rob-
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beries; piracy on the high seas; and so on. No country in Asia is immune
from these phenomena—although Japan, China, Macao, Taiwan, and Thai-
land are the worst affected.72 Chinese triads and tongs and Japanese yakuza
are legendary and continue to dominate the organized crime scene in Asia,
but new transnational networks have also sprung up in Northeast and
Southeast Asia.

As a consequence, transnational cooperation among law enforcement is
more critical than ever. ASEAN, often working together with American,
Japanese, and Chinese law enforcement and intelligence agencies, has
spearheaded efforts at regional cooperation.73 In some cases—particularly
piracy on the high seas—regional militaries, coast guards, and navies play
an important role.74

Many of the region’s non-traditional security challenges cluster into these
four categories. To be sure, not all are adequately captured. Various forms of
human security, for example, are probably best not dealt with as a transna-
tional crime problem. WMD proliferation is a peculiar challenge requiring
responses at a combination of levels—national, sub-national, regional,
global. The same applies to financial and economic security issues. Energy
security policy is really the domain of national governments, although pri-
vate companies do the exploration, extraction, and delivery. Poverty and in-
equality are fodder for many other NTS challenges—including human se-
curity, migration, and organized crime—and require joint attention of
national and sub-national governments, regional institutions like the Asian
Development Bank, and global institutions like the World Bank.

THE INTERPLAY OF THE TWO-LEVEL GAME: 
BUFFERING TENSIONS AND FORGING COOPERATION

From the two levels of analysis discussed in this chapter, it is evident that in-
ternational relations in Asia today is a two-level phenomenon: intergovern-
mental and intersocietal. These are not mutually exclusive. They reinforce
each other. They may be analytically distinct, but they are interactive phe-
nomena. To be sure, governments play a vitally important role in facilitating
intersocietal contact—through signing bilateral agreements as a result of
diplomatic relations, which permit sectors of societies to interact with each
other. In the absence of such agreements, no students could be exchanged,
tourists could not travel, trade would be illicit, and so on. One need only look
at isolated nations like North Korea and Myanmar to understand the draw-
backs of not enjoying the normal fruits of diplomatic relations. All other na-
tions in Asia are deeply enmeshed in the web of ties that let loose their soci-
eties on each other. This bilateral interaction is compounded significantly by
the forces of globalization, as Nayan Chanda’s chapter amply illustrates.75
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One sees what they tend to look for (cognitive dissonance). While analysts
and scholars traditionally tend to adopt (by design or default) a Realist prism
through which to view international relations, including in the Asian region,
it is equally important to examine the sub-state level. Those who work in the
commercial and financial arenas pay scant attention to state actors—for them,
the real “stuff” of international relations occurs electronically and in a mil-
lisecond. For intellectuals, what matter are ideas—which know no national
boundaries. Other professionals ply their trades directly with each other and
care little—if at all—about major power relations, security dilemmas, arms
races, diplomatic summits, and so forth. In other words, there exists a huge
sphere of intersocietal relations that escapes the purview of most international
relations analysts (at least those wed to the Realist and Liberal traditions).

This introductory chapter has sought to “bring society back in” to the
analysis of international relations in Asia. In doing so, it only scratched the
surface in an illustrative way—but hopefully other scholars will undertake
further work at this level of analysis. Research on national identity forma-
tion appears particularly promising.

“Bringing society back in” is not to diminish the importance of gov-
ernments and interstate relations. Particularly in regions such as Asia—
where both history and the present are testimony to the potential for in-
terstate conflict—one must be cognizant of the importance of major
power relations. Many of the chapters in this book dissect these interstate
relationships, and they remain vital to understanding international rela-
tions in Asia in the twenty-first century. As in the previous two centuries,
the potential for violent conflict still looms on the horizon. But the deep
interdependence evident at the societal level can serve as a powerful
buffer against potential hostilities being realized. The growth of intra-
Asian multilateral groupings and institutions is a further buffer and facil-
itator of cooperation. While international relations in Asia have known
considerable conflict, hopefully the future will be increasingly coopera-
tive and peaceful.
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I am grateful to Dawn Murphy for her research assistance in preparing this chap-
ter.
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II
LEGACIES AND THEORIES





Does history repeat itself in Asia? Will the future of Asia resemble the past?
Asia’s or Europe’s past? In the post–Cold War years, this question of both
theoretical and real-world significance has been debated among scholars
and policy pundits of diverse normative and theoretical orientations, only
to generate many competing prognostications. For analytical purposes in
this historical chapter, only two “back to the future” images are worth not-
ing as points of departure. 

First is a dominant Realist “back to the future of Europe’s past” school.
The concern for relative power gains at the unit level (i.e., the rise of China)
and the destabilizing political dynamics associated with power transitions
led Aaron Friedberg and other pessimistic Realists in the 1990s to make dire
“back to the future” predictions that Asia was primed for the revival of a
classical great-power rivalry as Europe experienced over the past several cen-
turies. In short, Asia’s future is considered ready-made to repeat Europe’s
war-prone past.1

Second is a Sinocentric “back to the future of Asia’s past” school. Apply-
ing the “clash of civilizations” theory—Asia qua Asia exceptionalism—to
the “rise of China” debates, Samuel Huntington argues that Asian countries
will be more likely to bandwagon with China than to balance against it.
Both European-type hegemonic wars and a European-style balance-of-
power system have been absent from Asia. Instead, for two thousand years
before the arrival of the Western powers in the mid-nineteenth century,
“East Asian international relations were Sinocentric with other societies
arranged in varying degrees of subordination to, cooperation with, or au-
tonomy from Beijing.”2 Asia’s Sinocentric past, not Europe’s multipolar
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past, concludes Huntington, “will be Asia’s future,” even as “China is re-
suming its place as regional hegemon.”3

In a similar exceptionalist vein, David Kang argues that Asian international
relations have historically been hierarchic, more peaceful, and more stable
than those in the West owing to the region’s historical acceptance of a hierar-
chical world order with China at its core.4 Kang makes a sweeping assertion
that the Asian international system from 1300 to 1900 was both intensive
and extensive as well as stable and hierarchic, thus posing a major challenge
to the argument that balance of power is a universal phenomenon across time
and region. Indeed, Kang claims that “accommodation of China [bandwago-
ning] was the norm in East Asia during the Ming (1368–1644) and Qing
(1644–1911) eras.”5 Accordingly, Asia’s Sinocentric hierarchical past, not Eu-
rope’s multipolar past, would guide and ensure its future stability.

Asian history may provide a baseline for a comparative diachronic analy-
sis and assessment of the changes and continuities in the evolution of the
“Asian” system in modern times. What follows is neither a full history nor
an argument in support of historical or cultural determinism, but only a
broad synopsis of some salient and system-transforming events in the his-
tory of the region.

In pursuit of this line of inquiry, this chapter provides an historical
overview of the “Asian” international system as it evolved and mutated
through three systemic transformations from the early nineteenth century to
the end of the Cold War. The first of four sections critically appraises the main
features of the Chinese tribute system as well as its progressive unraveling
from the Opium War of 1839–1842 to the Sino-Japanese War of 1894–1895.
The second section examines the rise and fall of the Japanese imperial system
from the end of the Sino-Japanese War in 1895 to the end of World War II
(Pacific War) in 1945. The third section examines the rise and demise of the
Cold War system (1947–1989). The fourth and concluding section looks at
the impacts and implications of these three systemic transformations for the
future of Asian international relations in the post–Cold War world.

The delimited geographical scope of this chapter, defining “Asia” as
mainly including East Asia but not South Asia, calls for explanation.6 Be-
cause of its size and central location, China physically dominates Asia, im-
pinging on all of Asia’s sub-regions with borders adjoining more countries
than any other nation-state in the world. Asia is and becomes Sinocentric
not only in geographical terms but also in systemic terms. Moreover, the rise
of China is often conflated with the rise of East Asia, where China consti-
tutes some 70 percent of the region.7 In terms of the level and intensity of
interstate interaction, which is the key marker of an international regional
system, the waxing and waning of Chinese power has always been one of
the defining characteristics of all “Asian” systems. Although historically
there were two distinct interstate systems in Asia—the Sinic system in East
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Asia and the Indic system in South Asia8—the Indic system is excluded be-
cause it withered away with the advent of British rule during the periods of
the Chinese tribute system and the Japanese imperial system. Even during
the period of the Cold War system, India as a founding father of the Non-
Aligned Movement (NAM) remained mostly outside the bifurcated Cold
War system. Before World War II “Southeast Asia” had no particularly de-
fined regional identity and had been known by a number of different
names (e.g., “further India,” “Indochina,” “Little China,” or “the Far East-
ern tropics”). It was Japan’s invasion and occupation in the early 1940s that
gave rise to the term “Southeast Asia.”9

TRANSFORMATION I: THE CHINESE TRIBUTE SYSTEM

The image of world order in traditional China seems to bear out the socio-
logical maxim that people and nations react not to the objective reality of
the world but to their image of that reality. In theory, if not always in prac-
tice, the traditional Chinese image of world order remained tenaciously re-
sistant to change. It was the Chinese officials’ image of what the world was
like, not what it was actually like, that determined their response to inter-
national situations. The strength and persistence of this image were re-
vealed most dramatically during the first half of the nineteenth century,
when China was faced with a clear and continuing threat from the imperi-
alist West.

What is so striking about the traditional Chinese image of world order—
at least the high Qing scholar-gentry class—is the extent to which it was col-
ored by the assumptions, beliefs, sentiments, and symbols of their self-
image.10 Indeed, world order was no more than a corollary to the Chinese
internal order and thus an extended projection of the idealized self-image.
As John Fairbank reminds us, even during the golden era of the Sinocentric
world order “China’s external order was so closely related to her internal or-
der that one could not long survive without the other.”11 In other words,
even imperial China with all its pretensions of normative self-sufficiency
could not really live in isolation; it needed outside barbarians in order to
enact and validate the integrity of its identity/difference.

The chief concern of China’s traditional foreign policy centered upon the
means of making diplomatic practice conform to that idealized self-image.
At times, the desire to preserve the purity of self-image led to a distortion of
the official record so as to square deviant practice with idealized theory.12

The absence of any rival civilization also became a major factor in the de-
velopment of the Chinese image of world order, and natural geographical
barriers exerted considerable influence. China is guarded on the west by al-
most endless deserts, on the southwest by the Himalayan range, and on the
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east by vast oceans. Admired but often attacked by the “barbarians” of the
semiarid plateau lands on the north and west, and cut off from the other
centers of civilization by oceans, deserts, and mountains, China gradually
developed a unique sense of its place under heaven.

What is even more striking, if not all that surprising, is the absence of a
nationalistic dynamic in the enactment of identity; for judging by the con-
temporary usage, the Chinese identity as mobilized in specific response to
the Western challenge was more civilizational than national. As in days of
yore, such civilizational identity was presumed to reproduce itself in ex-
panding concentric circles as the correct cosmic order. Hence we find in tra-
ditional China a conspicuous absence of any institution corresponding to a
ministry of foreign affairs in the West. Relying on documentary and behav-
ioral referents of Qing diplomacy in the nineteenth century, Immanuel C.
Y. Hsü flatly declared, “Doubtless, imperial China was not a nation-state.”13

What have been the real-world operational consequences of the Sino-
centric hierarchical image of world order? Although there is no Chinese
term, “tribute system” has been used by Western Sinologists to designate
the sum total of complex institutional expressions of the hierarchical Chi-
nese world order. The tribute system served a vital symbolic and political
“imperial title-awarding function”—that is, as investiture of a king in each
tributary state in order to assure Chinese suzerainty and supremacy—by le-
gitimizing the myth of the Middle Kingdom as the universal state governed
by the Son of Heaven. What are conspicuously absent here are the West-
phalian principles of state sovereignty and state equality as the founda-
tional principles of modern international law.14

The tribute system worked relatively well for centuries, reaching its height
of classical refinement in the Ming (1368–1664) and Qing (1644–1911)
dynasties. Its longevity may have been due to its ability to foster mutually
complementary interests on the part of the tribute receiver and the tribute
bearer.15 Morris Rossabi, among others, has argued that the Chinese insti-
tution had a long tradition of interaction with Inner Asian states on equal
footing in pre-Qing times, especially when the dynasties were weak or dis-
integrating, and that at such times China became more flexible and prag-
matic, accepting others as equals.16

For others, the tribute system proved to be useful in establishing and
maintaining their own political legitimacy at home. Korea, which had
served as a model tributary state longer than any other, is a case in point.
The Sino-Korean tributary relationship was more political than economic.
The Confucianized ruling classes in Korea found the tribute system not only
congenial ideologically—as expressed in the Korean term mohwa-sasang
(ideology of emulating things Chinese)—but also proved to be a sine qua
non for establishing and maintaining political legitimacy at home, explain-
ing its long duration: “To live outside the realm of Chinese culture was, for
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the Korean elite, to live as a barbarian.”17 As late as the early 1880s, few Ko-
reans regarded their country as equal to or independent of China.18 Al-
though many Southeast Asian kingdoms sent tribute to China, such “tribu-
tary” relations (except in Vietnam) “did not carry the same meaning and
obligations as those between China and the states in the Sinic Zone.”19

For many, however, the tribute system was accepted as an unavoidable
price to pay for the privilege of trade, and the China trade was sufficiently
lucrative to justify suffering whatever humiliation might be entailed in the
ritual requirements, especially the performance of the kowtow—nine pros-
trations and three kneelings—symbolizing acceptance of the hierarchical
Chinese world order. In the face of the Russian challenge, the tribute system
demonstrated a capacity for adjustment to the power reality. Between 1728
and 1858, the tribute system really worked by avoidance as far as the Sino-
Russian relationship was concerned. A special system of communications
between court officials of secondary or tertiary rank in both Saint Peters-
burg and Beijing (Peking) was set up to bypass the sensitive question of the
czar’s having to address the Son of Heaven as a superior, while Russian trade
caravans to Beijing “could be entered in official Manchu court records as
tribute caravans, if necessary.”20 Thus, the Chinese image of world order was
preserved intact, while the Russians were allowed to pursue their commer-
cial activities in China without direct participation in the tribute system. As
these diverse examples show, so long as both parties viewed their respective
interests as complementary—or at least mutually acceptable—the tribute
system could continue to work.

The (first) Opium War (1839–1842) marked a momentous benchmark
event in the reshaping of East Asian international relations in the nine-
teenth century, the beginning of the end of the tribute system. The crushing
defeat of China in its first military confrontation with the West failed to
modify the Sinocentric image of outlandish barbarians, but rather the
British resort to force reaffirmed it. These conditions became not only the
source of contradictory policy for China but also the excuse for arbitrary use
of force on the part of the Western powers. Denied any intercourse with the
central government and subjected to endless delays by the provincial au-
thorities, the Western powers lost no time in using gunboats at the orders
of consular officers to remedy their grievances in the treaty ports. Such was
the genesis of the so-called gunboat diplomacy that characterized Western
policy in China during much of this transitional or interwar period of
1842–1856.

The conviction gradually grew among Westerners that the source of all
troubles was the anomalous mode of conducting diplomatic affairs at the
periphery rather than at the center of the Qing government and that direct
contact and communication with the court must be established as a pre-
requisite to normal relations. Demand for such direct contact, whether for
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the enhancement of trade or for diplomatic prestige, soon became univer-
sal among contemporary foreign consuls, merchants, and journalists as well
as diplomatic representatives.

The ensuing Sino-Western conflicts in the interwar period of the 1840s
and 1850s, which were eventually resolved by the Arrow War of 1856–1860
(the second Opium War), and the allied military expedition to Peking in
1860 highlighted the traditional Chinese image of world order on trial.
China once again suffered a humiliating defeat. The reinforced Anglo-
French troops launched an all-out military campaign, shooting their way to
the capital, burning the Summer Palace, forcing the emperor to flee to Jehol
(Chengde), and securing confirmation of all their demands with the ratifi-
cation of the Tianjin Treaties (constituting the Second Treaty Settlement)
and the signing of the Peking Conventions in the fall of 1860. The last
fortress of the Chinese world order thus crumbled at the point of Western
bayonets. The formal acceptance by China of direct diplomatic intercourse
with the Western powers in 1860 marks the end of the long journey China
was forced to take, departing from the tribute system at first with resistance
and finally with great reluctance. The tribute system continued vestigially
until 1894 with Korea but was really destroyed beyond repair in 1860.

Faced with the twin dangers of the internal disorder created by the Tai-
ping Rebellion (1850–1864) and the external menace posed by the West, a
recurrence of the traditional bête noire (neiluan waihuan) of dynastic sur-
vival, China began a concerted campaign to put its own house in order un-
der the so-called Self-Strengthening (ziqiang) Movement in the 1860s. Pro-
tected for the time being by the Cooperative Policy of the Western treaty
powers under the sympathetic leadership of the American and British resi-
dent ministers, Anson Burlingame and Sir Frederick Bruce,21 the Qing court
was encouraged to initiate a series of self-strengthening reform measures at
its own pace and on its own terms. As a result, some important reforms
were adopted in the diplomatic, fiscal, educational, and military fields with
the help of an increasing number of Western experts.

In the end, however, the Self-Strengthening Movement failed because the
requirements for an effective response to Western encroachment ran
counter to the requirements of preserving the Confucian internal order.22

The ideological disruption created by Western imperialism required a revo-
lutionary response, but the self-strengthening reformers were no more than
“realistic” conservatives who wanted to borrow Western science and tech-
nology—especially “strong warships and efficient guns”—to preserve the
Confucian order. All the successive reform measures in economic, adminis-
trative, and constitutional matters during the last quarter of the nineteenth
century also failed because what China needed was a system transformation
not only in institutions but, more importantly, in ideology. Such an ideo-
logical transformation did not come about until China was thoroughly hu-
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miliated by an Asian neighbor in the Sino-Japanese War of 1894–1895. The
vestigial influence of the traditional Chinese image of world order was fi-
nally shattered beyond recall.

The net effect of all the concessions extracted by the treaty powers
amounted to an “unequal treaty system,” which China was unable to change
until 1943. It is ironic, then, that China’s struggle to preserve its hierarchical
system of world order as expressed in the tribute system should have ended
with acceptance of the unequal treaty system imposed by the West. 

China’s response to the West should not be viewed within the framework
of the international system. The Sino-Western confrontation was no less
than a system-to-system conflict between two diametrically opposed images
of world order. The Second Treaty Settlement represented the subordina-
tion of the traditional Chinese world order and the tribute system into the
Eurocentric system of international relations.

TRANSFORMATION II: THE JAPANESE IMPERIAL SYSTEM

Paradoxically, the rise of Japan in the last quarter of the nineteenth century
seems in no small measure due to the Western penetration and dominance
of Asia during this century of colonialism and imperialism. Indeed, the
nineteenth-century history of Asian international relations can be summed
up in terms of three critical geopolitical transformations. First, with the rise
of the West, and particularly Great Britain as the dominant hegemonic
power, resulting in all the South and Southeast Asian kingdoms and states
(except Nepal and Thailand) falling under European colonial rule, the sub-
ordination of Asia within the Eurocentric world system was complete by the
end of the nineteenth century. Second, China lost its long-standing position
as the dominant regional power due to the progressive decaying of the em-
pire, the discrediting and demise of the tribute system, and the gradual dis-
integration of the state together with the division of coastal Chinese terri-
tory into “spheres of influence” among Western and Japanese colonial
powers. The nineteenth century began with China still the most dominant
regional power—but ended with China as semi-sovereign, or as a “hypo-
colony.”23 Third, a rising Japan replaced China as the dominant regional
power, starting to expand by fits and starts its own Japancentric imperial do-
main, the prologue to the “Greater East Asian Co-Prosperity Sphere” as a
way of countering Western imperialism.24

Symbolically and strategically, the Opium War has come to represent the
most significant system-transforming point in the history of Asian interna-
tional relations. For China it commences a period of transition and marks
the transition from the pre-modern to the modern era. For Great Britain it
marks the rise as the dominant power in East Asia and in the Indian Ocean.

The Evolving Asian System 41



And for Japan it is the beginning of a momentous ideational change in the
Japanese images of China from admiration to contempt, with all the con-
comitant geostrategic implications for the Meiji Restoration in the second
half of the nineteenth century.

In opening Japan to the West, the United States took the initiative in
showcasing its version of gunboat diplomacy. By the early 1850s, a combi-
nation of interests, power, and ideology had led the United States to expand
its presence into the Asia-Pacific. Against this backdrop, Commodore
Matthew Perry arrived at Edo Bay with menacing “black ships” in 1853 to
carry out his mission to open Japan by diplomacy if possible or with gun-
boat cannon if necessary. By succumbing to Perry’s demands and by signing
the Treaty of Kanagawa in 1854 and the United States–Japan Treaty of
Amity and Commerce of 1858, Japan’s two-hundred-year policy of seclu-
sion came to an end, paving the way for the rise of the Meiji Restoration
(1868–1912). The provision of a most-favored-nation clause in Article IX of
the Treaty of Kanagawa was most significant for the creation of an unequal
system as the Europeans came, one after another, adding extra-territoriality
and opening additional ports.25

Aided and abetted by the arrival of the Western warships, diplomats, and
merchants, the Meiji Restoration served as the chief catalyst and the final
blow for the demise of the 265-year feudalistic Tokuga shogunate. The suc-
cess of the Meiji Restoration, unlike China’s Self-Strengthening Movement,
is evident in the time it took Tokyo to abolish the unequal treaty system:
only half as long as Beijing. In 1899 Tokyo had won revision of the unequal
treaties, ending the extra-territorial privileges Westerners had enjoyed in
Japan.

In the last quarter of the nineteenth century, Meiji Japan’s domestic re-
form and external expansionist policy developed in tandem, following the
logic, “If you can’t beat them, join them and beat them by their own rules.”
Japan’s immediate challenge was to seek an equal status, with imperialism
and domination as later goals that came to be viewed as essential to sus-
taining its great-power status. Korea provided the most proximate and log-
ical geopolitical point of departure for seeking first equality and then hege-
mony in greater East Asia. Through the Tokugawa period that preceded the
Meiji Restoration, Korea’s relations with Japan proceeded with little Chi-
nese involvement. In contrast to the sadae chui (serving the great) tributary
relationship that traditional (Chosun) Korea had with China, foreign rela-
tions with Japan were defined as kyorin (neighborly relations). The Korean
king and the Japanese shogun treated each other as equals and dealt with
each other through the medium of Tsushima, an island between Japan and
Korea.26

This began to change with the coming of the Meiji Restoration and
Japan’s opening to the West. Although Japan continued to maintain the
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same type of relations with Korea, using Tsushima as an intermediary, na-
tional opinion regarding Korea became more interested and expansionist,
with some intellectuals claiming a traditional tributary role for Korea vis-à-
vis Japan. And watching Russian and British interest in Tsushima and vari-
ous parts of coastal China grow, Japan knew that if it was going to take a
dominant role on the Korea Peninsula it would have to hold off Western
powers who wanted to stake their own claims there.

In 1871 Japan and China signed the first East Asian treaty based on West-
ern international law. With the door open, Japan also began revising its re-
lations with Korea, first ending the tradition of conducting relations
through Tsushima. Following its 1874 expedition in southern Taiwan, a
clear challenge to China and a warning to Korea, Japan began taking bold
actions in Korea that led quickly to the Treaty of Kanghwa in February
1876.27 The treaty declared Korea an “autonomous state,” terminating tra-
ditional relations between Japan and Korea in favor of Westernized rela-
tions, and interaction increased markedly.28 As if to seek equality with the
British and American gunboat diplomacy in earlier years, it now became
Japan’s turn to open the Hermit Kingdom.

These interactions, however, were far from universally positive. A mutiny
with an anti-Japanese character led to Japan demanding indemnity, while
two years later the Japanese were on the other side of the fence, involved in
an attempted coup by Korean progressives. China responded to the coup
with military force, and Japan, at the end of the event, again demanded
reparations from Korea.29 The Tonghak Rebellion of 1894 served as the
proximate catalyst for the Sino-Japanese War. During the war, the Japanese
occupied the royal palace in Seoul, remodeling the Korean government and
instituting detailed reform measures that covered almost all aspects of Ko-
rean life.30

Japan’s victory in the first Sino-Japanese War (1894–1895)—the first
shot of the Japanese imperial system—resulted not only in China’s loss of
Korea as the last tributary state but also in the transfer of Taiwan (For-
mosa), the Pescadores islands, and the Liaodong Peninsula in Manchuria
to Japan. And yet it triggered a new round of survival-of-the-fittest compe-
tition among Western powers, at the expense of Japan as well as China. De-
spite its victory in the war, Japan’s imperial ambitions and acquisitions
were somewhat scaled back when France, Germany, and Russia demanded
that Japan return to China both Port Arthur and the Liaodong Peninsula.
Japan complied, only to see the Western powers reap the fruits of their vic-
tory through the scramble for exclusive spheres of influence over Chinese
territory.

Thus the stage was set for another war, this time with a European or Eurasian
continental power. Japan’s stunning victory in the Russo-Japanese War of
1904–1905, the first military victory by an Asian country over a European
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power, was a benchmark event for the successful enactment of Japanese na-
tional identity as a great power. The Treaty of Portsmouth (1905), brokered
by Theodore Roosevelt, gave Japan control over the Liaodong Peninsula,
Port Arthur, the southern half of Sakhalin Island, the southern part of the
railway built by the Russians in Manchuria, and, most important of all, a
free hand in Korea, which Japan formally annexed as a colony five years
later. Korea, the “dagger to the heart of Japan,” was thus transformed into a
springboard to further expansion in China and a major source of cheap
food with which to support Japan’s rapidly increasing industrial popula-
tion.31

By and large, the twenty-five years after the Russo-Japanese War may be
viewed as a consolidation phase. Korea increased in importance to Japan as
the essential path to its newly acquired sphere of interest in southern
Manchuria. The Russians had conceded Japanese hegemony, and the British
posed no challenge. The secret 1905 Taft-Katsura Agreement brought about
Washington’s acceptance of Tokyo’s hegemony over the Korea Peninsula in
return for Tokyo’s acceptance of American hegemony over the Philippines
as well as an expression of support for the Anglo-Japanese alliance. Having
obtained support from the United States and Britain, Japan vigorously pur-
sued protectorate status over Korea, achieving in a November 1905 treaty
“control and direction of the external relations of Korea” and the stationing
of a resident-general in Seoul to manage diplomatic affairs.32 Within two
years, Russia and Japan reached an agreement that would allow for Japan’s
official annexation of Korea.33 Opposition to Japanese rule was squelched
with brutal efficiency, and the economic and strategic needs of the Japanese
home islands, rather than the interests of the Korean population, dictated
the course of Korean economic and social development.

These gains were increased further during the First World War. Having
joined the war on Britain’s side, Japan seized German concessions in China
and German possessions in the Northern Pacific. Because of its growing de-
pendence on U.S. and British markets for trade, Japan yielded to U.S. pres-
sure at the 1921–1922 Washington Naval Conference to accept an unfavor-
able battleship ratio of 5:5:3 for the United States, Britain, and Japan,
respectively. With the crash of 1929 unplugging Tokyo from its core over-
seas financial and commodity markets, imperialist tendencies returned
with a vengeance.34 Fearful that Manchuria was slipping from its grasp, on
September 18, 1931, Japan’s Kwantung army, after setting off an explosion
on the Japanese-owned South Manchuria Railroad in order to allege Chi-
nese provocation, began the military conquest of Manchuria. After consol-
idating their hold on Manchuria with the puppet government of
Manchukuo in 1931–1932, the Japanese gradually edged into a full-scale
war with China, triggering the second Sino-Japanese War in 1937. World
War II had begun in Asia two years earlier than in Europe.35
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With the coming of war in Europe in September 1939, the Japanese in-
creasingly looked southward to exploit opportunities created by Hitler’s
pressures on Britain, France, and the Netherlands. Japan’s defeat by Soviet
and Mongolian forces near the Soviet/Mongolian border also accelerated
Japan’s southward expansion. In September 1940 Tokyo forced the French
to allow its forces to move into Indochina. And a few days later, September
27, 1940, they concluded the Tripartite Pact—the Axis alliance—with Ger-
many and Italy.

Having, for all practical purposes, already eclipsed Great Britain as the
dominant power in East Asia, Tokyo felt confident enough to proclaim the
“Greater East Asian Co-Prosperity Sphere” (GEACPS or Dai-to-a Kyoeiken).
Although official proclamation came only in August 1940 as the policy to
create a self-sufficient “bloc of Asian nations led by the Japanese and free of
Western powers,” its core idea of liberating Asia from Western imperialism
was a strong current in Japanese thought from the Meiji period through
World War II. Fukuzawa Yukichi’s nationalist slogan, “to escape Asia,” cap-
tured the imagination of a Westernizing Japan. Escaping from Asia meant
to abandon Sinocentric Asia, whereas entering Europe was to establish
Japan as a European-style great imperial power that could re-enter Asia to
establish a new Japancentric world order. As Japan began to feel more se-
cure and confident with its stunning industrial and military accomplish-
ments in the early twentieth century, it flattered itself with the divine right
to educate and civilize the rest of Asia still slumbering in the state of “bar-
barism.” The apogee of such thinking came in the form of the GEACPS,
“which was presented as a justification for Japanese military expansion in
the name of liberating Asia from Western imperialism.”36

Japan’s rise to primacy among the imperial powers in East Asia came with
incredible speed and vigor, transforming it from a victim of Western impe-
rialism to a victimizer of its Asian neighbors. Its initial military success in
Southeast Asia destroyed the myth of European superiority and paved the
way for national independence movements in the region. On December 7,
1941, Japan took a penultimate strategic gamble in attacking the American
fleet at Pearl Harbor. In the following six months Japan conquered South-
east Asia, but defeat in the naval Battle of Midway in June 1942 eliminated
Japan’s capacity to carry the war to the Eastern Pacific. By the summer of
1943, Japanese troubles prompted them to offer more concessions to local
nationalists in the vain hope of gaining greater cooperation. In April 1945,
the Japanese suffered more than three hundred thousand casualties in
Southeast Asia where the British, with American and Chinese assistance,
completed the destruction of Japanese forces on the mainland.37

World War II, along with the Japanese imperial (interregnum) system,
ended in Asia three months later than in Europe, even as it had started in
Asia two years earlier than in Europe. The legacies of the Japanese imperial
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system are legion. Foremost among them for Southeast Asia was a process
of decolonization set in motion by imperial Japan that proved unstop-
pable—an unintended boost to the liberation of Southeast Asian and South
Asian countries from Western colonial rule—and the transformation of po-
litical units from kingdoms and empires into modern nation-states.38 For
Northeast Asia the historical scars and animosities still resonate strongly in
post–Cold War Sino-Japanese and Korea-Japanese relations.

TRANSFORMATION III: THE COLD WAR SYSTEM

In contrast with Europe, where a bipolar Cold War system emerged and
morphed into two competing but relatively stable multilateral security in-
stitutions with the establishment of NATO in 1949 and the Warsaw Pact in
1955, the Cold War in Asia encountered and developed in tandem with
such turbulent transformations as national liberation movements, revolu-
tions, civil wars, and two major international wars. While Europe enjoyed
long “cold peace” with no major armed conflict, the Asian Cold War turned
into hot war in Korea and Vietnam. With three of the four major Cold War
fault lines—divided Germany, divided Korea, divided China, and divided
Vietnam—East Asia acquired the dubious distinction of having engendered
the largest number of armed conflicts resulting in higher fatalities between
1945 and 1994 than any other region or sub-region. Even in Asia, while
Central and South Asia produced a regional total of 2.8 million in human
fatalities, East Asia’s regional total is 10.4 million including the Chinese
Civil War (1 million), the Korean War (3 million), the Vietnam War (2 mil-
lion), and the Pol Pot genocide in Cambodia (1–2 million).39

Studies on the origins of the Cold War have concentrated on the Soviet-
American conflict over Europe and the Middle East, as if the Cold War in
Asia were but a corollary of its lateral escalation from elsewhere or as if it
were the later, unfortunate but inevitable outcome of the Chinese Civil War.
Faced with the imminent fall of the Japanese empire in 1945 and with a
threat of the Soviet Red Army pushing its way into the Korea Peninsula, the
minds of many American policymakers had already shifted to Japan as the
possible linchpin of a postwar Pax Americana in Asia.40 By the end of 1945,
a de facto Cold War in Asia had already begun as the United States and the
Soviet Union viewed each other as potential adversaries, with enormous
ramifications for the peoples and countries of Asia, including Southeast
Asian states long subject to European colonial powers.41 Inexorably, the
postwar trajectories of almost all the states of East Asia, if not of South Asia,
began to be keyed to superpower conflicts and rivalry.

The Cold War was under way in Asia with the declaration of the Truman
Doctrine on March 12, 1947, as the ideological turning point for the United
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States’ global strategy and three of four major Cold War fault lines already
drawn or in the process: Korea, China, and Vietnam. The Cold War system
reflected three major features: a bipolar order of power, an intense ideolog-
ical conflict and rivalry, and fear of nuclear war (World War III).42 This bipo-
lar Asia constituted a break from the two previous attempts at regional in-
tegration: the Chinese tribute system over much of the preceding
millennium and the ambitious but abortive Japanese imperial system in the
first half of the twentieth century.43 Nonetheless, what really held Washing-
ton back from constructing the comprehensive Cold War alliance system in
Asia had much to do with a back-to-normalcy domestic politics.

By any reckoning the Korean War (1950–1953) was the single greatest
system-transforming event in the early post–World War II era, with the far-
reaching catalytic effects of enacting the rules of the Cold War game as well
as congealing the patterns of East-West conflict across East Asia and beyond.
It was the Korean War that brought about such features of the Cold War as
high military budgets (e.g., a quadrupling of U.S. defense expenditures), the
proliferation of bilateral defense treaties with Japan, South Korea, Taiwan,
South Vietnam, the Philippines, and Thailand—hub and spokes of the San
Francisco System—and for an ill-conceived and short-lived multilateral se-
curity organization, the South East Asia Treaty Organization (SEATO) and
the crystallization of East-West conflict into a rigid strategic culture depen-
dent on a Manichean vision of stark bipolarity.44

Particularly significant, but not sufficiently acknowledged, is the role of
the Korean War in the creation of Cold War identity for the two Koreas as
well as for the Big Four of Asian international relations—the United States,
the Soviet Union, China, and Japan. For both Koreas, the war experience
triggered a decisive shift in identity politics from the competition of multi-
ple identities to the dominance of the Cold War identity. The United States,
too, owes to the Korean War the crystallization of its Cold War identity,
which in turn gave birth to an American strategic culture that thrived on the
image of global bipolarity and the omnipresent communist threat. Until
the latter half of the 1980s, Soviet strategic culture was similarly anchored
in and thriving on its own Cold War identity. The simplicity of a stark, bipo-
larized worldview provided an indispensable counterpoint for the quest for
superpower identity and security in a region dominated by American hege-
mony. Soviet geopolitical conduct seems to make no sense except when
viewed as the drive to assume a superpower role and to acquire equal sta-
tus with the United States in order to compensate for its siege mentality and
to legitimize its authoritarian iron hand at home.

The newly established People’s Republic of China almost single-handedly
rescued Kim Il Sung’s regime from extinction, but at inordinate material, hu-
man, and political costs. In addition to more than 740,000 casualties45—
including Mao’s son—China missed the opportunity to “liberate” Taiwan,
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was excluded from the United Nations for more than two decades, and lost
twenty years in its modernization drive. However, Beijing succeeded in forc-
ing the strongest nation on earth to compromise in Korea and to accept
China’s representatives as equals at the bargaining table. No one in the West
would ever again dismiss China’s power as had General Douglas MacArthur
in the fall of 1950. Indeed, the Korean War confirmed for the national self
and “significant others” that China could stand up against the world’s anti-
socialist superpower for the integrity of its new national identity as a revo-
lutionary socialist state.

For Japan, the Korean War turned out to be a godsend because Tokyo
reaped maximum economic and political benefits. Thanks to the Korean
War, Japan was converted from a defeated enemy to an indispensable re-
gional ally in U.S. Asian strategy. The San Francisco System was designed
and constructed in 1951 as the Korean War was raging, in an effort to inte-
grate Japan into the “hub and spokes” of U.S.-led Pacific Cold War alliances
through the non-vindictive San Francisco Peace Treaty (1951). The system
reflected and effected the Cold War structure of international relations in
Asia in general and Northeast Asia in particular.46

By the end of the Korean War, Tokyo had regained its sovereignty and had
skillfully negotiated a new mutual security treaty that provided for U.S. pro-
tection of Japan while allowing Tokyo to escape the burden of joint defense.
Without becoming involved in the bloodshed or material deprivation,
Japan was able to reap the benefits of a war economy that had been imbued
with new potential as a logistical base for the United States and as a key
manufacturing center for war supplies.

The Cold War logic and geostrategic situation that emerged after the Ko-
rean War also allowed Japan, aided and abetted by Washington, to deflect
scrutiny of its domestic politics. This resulted in the quick reintegration into
Japanese politics of individuals directly implicated in the expansion of im-
perial Japan, the war against the United States, and wartime atrocities. Em-
blematic of this phenomenon was the reemergence of Kishi Nobusuke, who
was the former head of the Manchurian railroad as well as minister of mu-
nitions in the Tojo government and a signatory of the 1941 declaration of
war against the United States. Although he was held briefly as a Class A war
criminal after the war, Kishi returned to active politics in the 1950s and be-
came prime minister in 1957, a turn of events that would have been un-
thinkable in the German context. Japan’s conservative leadership, who
gathered together under the umbrella of the Liberal Democratic Party
(LDP) after 1955, favored a narrative of the origins of the Pacific war that
was largely exculpatory in nature, stressing the defensive motives behind
the expansion of the empire and neglecting for the most part the issue of
Japanese wartime atrocities.
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The United States and its Cold War allies were determined to contain
communism in Asia as in Europe, and Indochina became the next battle-
field in the Cold War. French efforts to restore imperial control by insisting
that Indochina was another arena in the Cold War gained credence as the
containment of communism became a greater American concern than Eu-
ropean colonialism or Asian nationalism. American assistance to the
French began as early as May 1950—even before the outbreak of the Korean
War on June 25, 1950—and increased substantially over the next few years.
As in Korea, the Vietnam War became internationalized with growing U.S.
involvement. From the United States’ creeping containment in the 1940s
and 1950s to the massive enlargement in money and troops in the second
half of the 1960s and the final desperate attempts of the early 1970s to seek
a diplomatic solution, its policies in Indochina had all ended in ashes,
marking the most disastrous chapter in postwar American foreign policy as
well as the beginning of the relative decline of U.S. influence in world af-
fairs. Ironically, the United States had fought the Vietnam War ostensibly to
prevent the expansion of a monolithic communist bloc, but by early 1975
(even before the North Vietnamese troops marched into Saigon), Washing-
ton was already aligning itself with Beijing to oppose the Soviets in the
emergent strategic triangle.

One of the many unexpected and paradoxical consequences of the Ko-
rean War was that the Sino-Soviet alliance, formally forged on February 14,
1950, was strengthened in the short run and weakened in the long run. The
irony is that the Sino-Soviet split became the unavoidable consequence of
growing equality in the alliance. The widening gap between Beijing’s rising
demands and expectations and Moscow’s inability and unwillingness to
satisfy them undermined an alliance rooted in shared values and shared
fears. Still, Sino-Soviet differences in 1956–1958 were confined to esoteric
intrabloc communications. From mid-1958 onward, the dispute began to
escalate from ideological to national security issues, reaching by early 1964
the point of no return. The Soviet invasion of Czechoslovakia in 1968, the
1969 Sino-Soviet military clashes on Zhenbaodao, and the ensuing Soviet
threat to launch a preventive attack on Chinese nuclear installations refo-
cused Beijing’s and Washington’s minds on strategic considerations. This
transformation led China to abandon the dual-adversary policy as it sought
to improve U.S.-Chinese relations in order to offset the escalating Soviet
threat.

While in Europe the Cold War ended with a bang, in Asia it withered
away in installments. Here again China was at the creation as well as at the
gradual deconstruction. By the late 1960s, important premises and pillars
of the bipolar order in Asia had already begun chipping away. With Sino-
Soviet conflict escalating to military clashes and border war in 1969,
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Moscow took several measures to isolate China, including the not-so-subtle
hint at the possibility of a nuclear strike, the anti-China proposal for an
Asian Collective Security System, and the 1971 treaty with India.47 Mean-
while, China was seeking alignment with the United States to balance
against the Soviet Union even as the United States was seeking an exit from
the quagmire of the Vietnam War. Thus, the rise and fall of the strategic tri-
angle (tripolarity) was closely keyed to the rise and decline of Soviet power
relative to that of the United States.48

The Sino-American rapprochement in 1970–1972—also known as the
“Nixon in China Shock” in much of Asia, especially in Japan—came to
serve as the chief catalyst (and a force multiplier) for China’s belated grand
entry into the United Nations and UN Security Council as one of the five
permanent members in late 1971. By 1978 bipolarity had been not so
much destroyed—at least not yet—as shifted and mutated into a U.S.-So-
viet-China strategic triangle. Even the Korea Peninsula as the last stronghold
of the Cold War could not remain unaffected by the changing geopolitical
realities in Northeast Asia: the two Koreas held the first-ever inter-Korean
talks, resulting in the North-South Joint Communiqué of July 4, 1972. In
addition, the Sino–South Korean rapprochement was well under way even
before the end of the Cold War, paving the groundwork for diplomatic nor-
malization in 1992.

The Cold War system worked well in the establishment and mainte-
nance of American hegemony in the region until the beginning of the
1970s. But there were economic ramifications as well. The growing costs
of maintaining a far-flung hub-and-spokes system undermined the
strength of the dollar and the fiscal foundations of U.S. hegemony.49

Japan’s economic resurgence, followed by that of the newly industrializ-
ing countries, also increased American pressures for “burden sharing
without power sharing.” But in the end the American hegemon, just as the
previous ones, could not arrest the cycle of the rise and fall of great power,
as the law of imperial overextension turns today’s dividends into tomor-
row’s debts with compound interest. For all practical purposes the Cold
War was over by the late 1970s, but it would take the 1989 Sino-Soviet
summit and re-normalization to deliver the final blow. “In the end,” as
Robert Legvold aptly put it, “the demise of the triangle, which had been a
profound manifestation of the old order, became one of the profoundest
manifestations of its passing.”50

CONCLUSION

Taken together, these three system transformations lead to one obvious and
somewhat paradoxical conclusion: contrary to the Eurocentric and Sinocen-
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tric “back to the future” models, there is no past that can serve as a desir-
able and feasible guide for the future of Asian international relations. Both
the Japanese imperial system and the Cold War system reflected a sharp
break from their predecessors. The emerging post–Cold War Asian system
also represents a discontinuity from the three past systems tracked and an-
alyzed in this study.

The most obvious continuity over the years has been the centrality of the
Middle Kingdom, with the waxing and waning of Chinese power as the
main reality and critical factor. But the traditional hierarchical Chinese
world order—and the tribute system—was neither intensive nor extensive,
contrary to Kang’s assertion otherwise.51 The Indic system in South Asia,
even during its heyday before British rule, was largely disconnected from
the Chinese tribute system, while Southeast Asia, except Vietnam, also re-
mained largely outside of the Sinic zone, fighting its own wars among king-
doms of the region. Despite the cultural and economic interaction among
the countries in the Sinic zone, there was no truly Asian international sys-
tem that enveloped all Asian sub-regions and countries. In terms of inter-
action intensity, too, the exponential growth of international trade, finance,
and investment in the post–World War II era and particularly in the
post–Cold War era of globalization, along with the full integration of post-
Mao China into the global economic system, has produced a level and in-
tensity of interaction and interdependence such as the world has never
known.52

There is no disagreement that China is at the center of both competing
“back to the future” models. The more popular, Realist, Eurocentric bal-
ance-of-power model, in which the rise of China is conflated with the rise
of Chinese threat, suffers from several problems. The historically derived
correlation between system transition and war causation may no longer
hold—Asia has not had a single interstate war in the post–Cold War era.
There are many differences between ascendant China and the rise of Wil-
helmine Germany. The German case illustrates how national roles can
change over time. German nationalism quickly withered away after World
War II, whereas previous defeats (1806 and 1918) had only fueled more ag-
gressive nationalism. Harold James offers an explanation in the changing
international milieu—the changing international normative cycle—that
molded German national role expectations.53 Indeed, what distinguishes
the post–World War II international system, especially the post–Cold War
Asian system, is the extent to which regional and global multilateral insti-
tutions have become integral parts of complex, increasingly interdepend-
ent, regional and global systems. In the post–Cold War era, thanks to glob-
alization dynamics, the games that Asian nation-states play have lost much
of the Realist simplicity of the struggle for power and plenty or the choice
between anarchy and hierarchy.
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The “back to the future” of the Sinocentric past model also fails to meet
the desirability and feasibility test. First, thanks to the colonial and post-
colonial (decolonization) experience, sovereignty in its full meanings has
had a profound impact on the aspirations of all the newly independent
Asian states. Consequently hierarchy—whether Sinocentric, Eurocentric, or
Americentric—is now more difficult to reconcile with the overwhelming
support of Asian states for state sovereignty, state equality, and non-inter-
ference, even as solutions that were available for the problems of the early
1800s are now much more difficult to obtain, while others, inconceivable
in the heyday of the tribute system, have become more readily available.54

Second, China itself has shown no interest in recycling or reproducing
the Sinocentric hierarchical world order redux. On the contrary, China’s
acceptance of state sovereignty and its associated notions in the form of
the Five Principles of Peaceful Coexistence (FPPC)—(1) mutual respect
for sovereignty and territorial integrity, (2) mutual non-aggression, (3)
mutual non-interference of internal affairs, (4) equality and mutual ben-
efit, and (5) peaceful coexistence—has been reaffirmed repeatedly since
their official adoption in 1954. The FPPC have become globalized, pro-
viding the basic norms governing all types of state-to-state relations,
East–West, North–South, South–South, and East–East. With the rise of
Deng Xiaoping as the paramount leader in late 1978 came a drastic re-
formulation (and relegitimation) of China’s future in terms of such hith-
erto proscribed concepts as the open door, international interdependence,
division of labor, and specialization. Even China’s backwardness and
stunted modernization were attributed not to Western imperialism but to
China’s own isolationism going back to the Ming dynasty and implicitly
to its tribute system.

And third, Asia today has a vastly different set of challenges and threats
and a vastly greater range of resources and solutions than those of the
Sinocentric tribute system. The forces of globalization have transformed
both the context and the conditions under which Asian regional geopolitics
and geoeconomics can be played out. Globalization has greatly influenced
not only the dynamics of power in the region and on the world stage but
also the very meaning of power. The paradox of globalization is, as shown
in the post-Mao Chinese case, that a country’s integration into the global
economy at once strengthens and constrains state power.55

All of this said, however, history still matters, not in the sense of recycling
any historical system but in the sense of coming clean with historical scars
and enmities left by the Japanese imperial system. The 1980s, as the last
Cold War decade, were a turning point in bringing the historical issues back
into East Asian international relations. As the Cold War world structure be-
gan to unravel, issues of national identity construction and enactment be-
came increasingly salient. Most East Asian states, freed of the constraints
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imposed by the East-West conflict and increasingly wealthy and prosperous
in their own right, no longer felt as dependent as they once had on Japan-
ese support. At the same time, the third wave of democratization coming to
East Asia in the 1980s created more political space where such sentiments
could be voiced without fear of repression. The end of the Cold War was to
establish a new world order in Asia by breaking down the extant bipolar hi-
erarchies, but it did so with the revelation of older and deeper historical and
national-identity wounds that have now become constant points of con-
tention in Japan’s relations with China and the two Koreas. In short, both
Japan and its neighboring countries are now faced with the daunting chal-
lenge of changing or shifting their national identities from a Cold War to a
post–Cold War footing. History does matter after all in Asian international
relations.
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Any discussion of theoretical perspectives on the international relations
(IR) in Asia confronts the paradox that much of the available literature on
the subject remains atheoretical. Whether from within and outside the re-
gion, students and analysts of Asia are largely unconvinced that theory is ei-
ther necessary or useful for studying Asian international relations.1 Al-
though interest in it is growing in the region, particularly in China,2 theory
is seen as too abstract, or too divorced from the day-to-day concerns of gov-
ernments and peoples to merit serious and sustained pursuit.

Moreover, theory is criticized by many in Asia as too “Western.” Thus,
even among those writers on Asian IR who are theoretically oriented, dis-
agreement persists as to whether IR theory is relevant to studying Asia, given
its origin in, and close association with, Western historical traditions, intel-
lectual discourses, and foreign policy practices. International relations the-
ory, like the discipline itself, has been, and remains, an “American social sci-
ence,” to quote Stanley Hoffman’s much quoted phrase.3

The recent advances made by the “English School” and continental Eu-
ropean Constructivism have not made IR theory “universal”; it might have
entrenched and broadened the Western dominance. The question of how
relevant IR theory is to the study of Asian security has evoked strikingly dif-
ferent responses. On the one hand, David Kang has seized upon the non-
realization of Realist warnings of postwar Asia being “ripe for rivalry” to cri-
tique not just Realism, but Western IR theory in general for “getting Asia
wrong.”4 In analyzing Asian regionalism, Peter Katzenstein comments:
“Theories based on Western, and especially West European experience, have
been of little use in making sense of Asian regionalism.”5 Although Katzen-
stein’s remarks specifically concern the study of Asian regionalism, they can
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be applied to Asian IR in general. And it is a view widely shared among
Asian scholars. On the other side, John Ikenberry and Michael Mastanduno
defend the relevance of Western theoretical frameworks in studying the in-
ternational relations of Asia. While intra-Asian relationships might have
had some distinctive features historically, this distinctiveness had been di-
luted by the progressive integration of the region into the modern interna-
tional system. The international relations of Asia have acquired the behav-
ioral norms and attributes associated with the modern interstate system
that originated in Europe and still retains much of the features of the West-
phalian model. Hence, the core concepts of international relations theory
such as hegemony, the distribution of power, international regimes, and po-
litical identity are as relevant in the Asian context as anywhere else.6

To this observer, this debate is a healthy caveat, rather than a debilitating
constraint, on analyzing Asian international relations with the help of an
admittedly Western theoretical literature. To be sure, theoretical paradigms
developed from the Western experience do not adequately capture the full
range of ideas and relationships that drive international relations in Asia.
But IR theories—Realism, Liberalism, Constructivism, and critical IR theo-
ries—are relevant and useful in analyzing Asian IR provided they do not en-
courage a selection bias in favor of those phenomena (ideas, events, trends,
and relationships) that fit with them and against that which does not. IR
scholars should feel free to identify and study phenomena that are either ig-
nored or given scarce attention by these perspectives. They should also de-
velop concepts and insights from the Asian context and experience, not just
to study Asian developments and dynamics, but also other parts of the
world. In other words, Western IR theory, despite its ethnocentrism, is not
to be dismissed or expunged from Asian classrooms or seminars, but uni-
versalized with the infusion of Asian histories, personalities, philosophies,
trajectories, and practices.

To do so, one must look beyond the contributions of those who write in
an overtly theoretical fashion, explicitly employing theoretical jargon and
making references to the theoretical literature of IR. A good deal of empiri-
cal or policy-relevant work may be regarded as theoretical for analytical pur-
poses because it, like the speeches and writings of policymakers, reflects
mental or social constructs that side with different paradigms of interna-
tional relations.7 To ignore these in any discussion of theory would be to
miss out on a large and important dimension of the debate on, and analysis
of, Asian IR. In the sections that follow, I examine three major perspectives
on Asian international relations: Realism, Liberalism, and Constructivism.8

None of these theories are coherent, singular entities. Each contains a
range of perspectives and variations, some of which overlap with those of
the others, although this complexity is seldom acknowledged in academic
debates. And using even these broad categories is not that simple because a
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good deal of writings on Asian IR are generated by area specialists, who are
unlikely to pigeonhole themselves into Realist, Liberal, and Constructivist
slots. So theorizing Asian IR necessarily involves generalizing from a thin
conceptual base and making arbitrary judgments about who and what be-
longs where.
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Table 3.1. Three Perspectives on International Relations

Realism Liberalism Constructivism

Main Actors

Primary Goals
of States

Preferred
International
Order

Primary Mode
of Interaction
between Units

A Major
Variation

States

Pursuit of national
interest; Power
maximization
(offensive
Realism); Survival
and security
(defensive
Realism)

A balance-of-power
system
underpinned by
self-help and
alliances to
maintain
international
order

Strategic interaction
backed by causal
ideas and military
and economic
power

Neo-Realism:
distribution of
power decides
outcome

States, multinational
corporations,
international
organizations

Cooperation and
coordination to
achieve collective
goals; World
peace

A collective security
system
underpinned by
free trade, liberal
democracy, and
institutions

Two-level (domestic
and international)
bargaining
backed by causal
ideas; Trade and
other forms of
functional
institutionalization

Neo-Liberal
Institutionalism:
international
system anarchic,
but institutions
created by states
in their self-
interest do
constrain anarchy

States, transnational
knowledge
communities, and
moral
entrepreneurs

Community
building through
interactions and
shared normative
frameworks

Global and regional
security
communities
forged through
shared norms and
collective identity

Socialization
through
principled ideas
and institutions

Critical
Constructivism:
challenges the
state-centric
Constructivism of
Wendt



Although theories of IR are built around a set of assumptions and argu-
ments that are broad in scope and supposed to apply to every region, in re-
ality, theoretical debates about the international relations of regions often
develop around issues and arguments peculiar to the region. Asia is no ex-
ception. Hence in discussing the three theoretical perspectives in the con-
text of Asia, I identify and discuss those arguments and metaphors that have
dominated both academic and policy debates (table 3.2).

This chapter looks primarily at international relations and regional order,
rather than the foreign policy of Asian states. It is not intended as a survey
of the literature on Asian international relations. Furthermore, I am inter-
ested in exploring the relationship between theoretical constructs and em-
pirical developments in Asian international relations. Theory does not exist
in a vacuum. Both at the global level and in the region, theoretical work re-
sponds to major events and changes occurring within and outside (at the
global level) the region. In the last section of this chapter I make some gen-
eral observations about the prospects for developing an Asian universalism
in international relations theory, as a counter to both Western dominance
and Asian exceptionalism. A final aspect of this chapter is that it is oriented
more toward security studies than international political economy. This to
some extent reflects the state of the study of Asian international relations,
in which the work on security studies exceeds that on international politi-
cal economy (IPE).

REALISM

Realists take the international system to be in anarchy (no authority above
the state), in which states, as the main actors in international relations, are
guided mainly by consideration of power and the national interest. Inter-
national relations is a zero-sum game in which states are more concerned
with their relative gains rather than absolute gains (how much one gains
vis-à-vis another is more important than the fact that everybody may gain
something). The relentless competition for power and influence makes con-
flict inevitable and cooperation rare and superficial; international institu-
tions operate on the margins of great power whims and caprice. Interna-
tional order, never permanent, is maintained by manipulating the balance
of power, with power defined primarily in economic and military terms. A
later version of Realism, developed by Kenneth Waltz and called “neo-Real-
ism,” stresses the importance of the structural properties of the interna-
tional system, especially the distribution of power, in shaping conflict and
order, thereby downplaying the impact of human nature (emphasized by
classical Realists) or domestic politics in international relations. More re-
cently, intra-Realist debates have revealed differences between “offensive 
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Realists” and “defensive Realists.” Offensive Realists such as Mearsheimer
argue that states are power maximizers: going for “all they can get” with
“hegemony as their ultimate goal.” Defensive Realists, such as Robert Jervis
or Jack Snyder, maintain that states are generally satisfied with the status
quo if their own security is not challenged, and thus they concentrate on
maintaining the balance of power.

Whether academic or policy-oriented, Realists view the balance of power
as the key force shaping Asia’s postwar international relations, with the
United States as chief regional balancer.9 A major proponent of this view is
Lee Kuan Yew, Singapore’s senior statesman. Lee ascribes not only Asian sta-
bility, but also its robust economic growth during the “miracle years,” to the
U.S. military presence in the region.10 In his view, the U.S. presence and in-
tervention in Indochina secured the region against Chinese and Soviet ex-
pansion and gave the Asian states time to develop their economies.11 In the
wake of the communist takeover of South Vietnam in 1975, Seni Pramoj,
the leader of Thailand’s Democrat Party, described the U.S. role as the re-
gional balancer in somewhat different terms: “We have cock fights in Thai-
land, but sometimes we put a sheet of glass between the fighting cocks.
They can peck at each other without hurting each other. In the cold war be-
tween Moscow and Peking, the glass between the antagonists can be Wash-
ington.”12

Until the end of the Cold War, Realist arguments about Asian IR were
closer to classical Realism, rather than the neo-Realism developed by Ken-
neth Waltz, which stresses the causal impact of the distribution of power.
This has changed with the end of the Cold War, which spelled the end of
bipolarity. Thus, a new Realist argument about Asian international relations
is the view that the end of bipolarity spells disorder and even doom for the
region. For neo-Realists, bipolarity is a more stable international system
than multipolarity, both in terms of the durability of the system itself and
the balance between conflict and order that prevails within the system.13

The end of the Cold War would witness the “decompression” of conflicts
held under check under bipolar management.14 Hence, Realism paints a
dark picture of Asia’s post–Cold War order. In policy debates, the favorite
Realist cliché in the initial post–Cold War years was the “power vacuum”
created by superpower retrenchment, as could be foreseen from the with-
drawal of Soviet naval facilities in Cam Ranh Bay, Vietnam, and the dis-
mantling of the U.S. naval and air bases in the Philippines.

Questions about a vacuum of power inevitably beg the question of who
is to fill it. Initially, Realist prognosis favored a multipolar contest featuring
a rising China, a remilitarized (thanks partly to U.S. retrenchment) Japan,
and India (whose potential as an emerging power was yet to be recognized).
But with the persistence of China’s double-digit economic growth matched
by double-digit annual increases in its defense spending, it was the rise of

62 Amitav Acharya



China that became the focal point of Realist anxieties (delight?) about
Asian insecurity.

From a “power transition theory” perspective, Realists foresaw an in-
evitable confrontation between the status quo power (United States) and its
rising power challenger (China). But paving the way for such a confronta-
tion was the logic of offensive Realism, which sees an inevitable tendency
in rising powers toward regional expansionism. John Mearsheimer likened
the rise of China to that of the United States in the nineteenth century,
where the aspiring hegemon went on a spree of acquiring adjacent territo-
ries and imposed a sphere of influence (Monroe Doctrine) in the wider
neighborhood.15 Expansionism occurs not because rising powers are hard-
wired into an expansionist mode, but because anarchy induces a concern
for survival even among the most powerful actors. In other words, great
powers suffer from survival anxieties no less than weak states, and it is this
concern for survival that drives them toward regional hegemony. The result
is the paradoxical logic of “expand to survive.”

Since a balance of power is likely to be either unstable (if multipolarity
emerges) or absent (if Chinese hegemony materializes), is there a role for
multilateral institutions as alternative sources of stability? During the Cold
War, Realists paid little attention to Asian regional institutions or dialogues,
of which there were but a few: an Association of Southeast Asian Nations
(ASEAN) preoccupied with the Cambodia conflict, a severely anemic South
Asia Association for Regional Cooperation (SAARC), and some loose eco-
nomic frameworks such as the Pacific Economic Cooperation Council
(PECC). But with the end of the Cold War accompanied by a refocusing of
ASEAN toward wider regional security issues and the emergence of new re-
gional institutions such as the Asia-Pacific Economic Cooperation (1989)
and the ASEAN Regional Forum (ARF, 1994), Realism came under chal-
lenge from “institutionalist” perspectives, that is, those who argued that re-
gional norms and institutions, rather than just the balance of power system,
have helped to keep the peace in Cold War Asia and would play a more im-
portant role in the region’s post–Cold War order. Realists responded to this
challenge by targeting Asian regional institutions. Their main preoccupa-
tion is no longer just to highlight the crucial need for a stable balance of
power system, but also to expose the limitations of regional institutions.

Realists dismiss the capacity of regional institutions in Asia to act as a
force for peace. For them, regional order rests on bilateralism (especially the
U.S. hub-and-spoke system), rather than multilateralism. During the Cold
War, Realist scholar Michael Leifer famously described Asian regional secu-
rity institutions as “adjuncts” to the balance of power.16 While institutions
may be effective where great powers drive them (e.g., NATO), Asian institu-
tions are fatally flawed because they are created and maintained by weak
powers. One concession made to Asian institutions by their Realist critics is
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to accord them a role in smoothing the rough edges of balance of power
geopolitics, an argument consistent with the English School perspective.
Since weak powers are structurally incapable for maintaining order and
achieving security and prosperity on their own terms and within their own
means (there can be no such thing as a “regional solution to regional prob-
lems”), the best way to manage the security dilemma is to keep all the rel-
evant great powers involved in the regional arena so that they can balance
each other’s influence.

Such involvement cannot be automatic, however; it has to be contrived,
and this is where regional institutions play their useful role as arenas for
strategic engagement. Instead of great powers creating institutions and set-
ting their agenda, as would be normal in a Realist world, weak powers may
sometimes create and employ institutions with a view to engage those pow-
ers that are crucial to equilibrium of power.17

But this limited role of regional institutions notwithstanding, Realists
generally find Asia’s international relations to be fraught with uncertainty
and danger of conflict due to the absence of conditions in Asia that ensure
a multipolar peace in Europe. In a famous essay, Aaron Friedberg argued
that the factors that might mitigate anarchy in Europe resulting from the
disappearance of bipolar stability are noticeably absent in Asia, thereby ren-
dering the region “ripe for rivalry.”18 These mitigating factors include not
only strong regional institutions like the EU, but also economic interde-
pendence and shared democratic political systems. Some Realists, like
Friedberg, have found Asian economic interdependence to be thin relative
to what exists in Europe and the interdependence between Asia and the
West. Others, like Buzan and Segal and Gilpin, argue that economic inter-
dependence cannot keep peace and may even cause more strife than or-
der.19 Ironically, Realists have somehow found economic interdependence
within Asia to be either scarce or destabilizing, or both at the same time.

In terms of its contributions, Realism can take credit for an analytical and
policy consistency in highlighting the role of the balance of power in re-
gional order. This view has been maintained both during the heydays of
U.S. hegemony in the 1950s and ’60s, through the course of its relative de-
cline in the post-Vietnam years, and in the post–Cold War “unipolar mo-
ment.” In China, Realism was the one Western theory of IR that broke the
monopoly of Marxist-Leninist and Maoist thought. This would later pave
the way for other perspectives on international relations, including Liberal-
ism and Constructivism. Realism also gave a certain underlying conceptual
coherence to a great deal of atheoretical or policy writings on Asian inter-
national relations.

During the Cold War, Realism was arguably the dominant perspective on
the international relations of Asia. This was true not just of the academic
realm, but also in the policy world. Although it is difficult to find evidence
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for the cliché that Asians are instinctively wedded to a Realist worldview
and approach, Asian policymakers, with the exception of some of those
who fought against colonial rule (India’s Jawaharlal Nehru in particular),
tended to be Realist (even Nehru claimed not to have been a “starry-eyed
idealist”).20 Even in communist China, Hans Morgenthau’s Politics among
Nations enjoyed a huge popularity in classrooms, matching or exceeding the
appeal of Marx or Mao. The same was true of Nehruvian India, where the
indigenous idealism Gandhi and Nehru inspired scarcely formed part of IR
teaching and learning.

But, more recently, Realist perspectives on Asian IR have come under at-
tack. The predictions of Realists about Asia’s post–Cold War insecurity have
yet to materialize.21 Moreover, Realism’s causal emphasis on U.S. military
presence as the chief factor behind Asia’s stability and prosperity ignores the
role of other forces, including Asian regional norms and institutions, eco-
nomic growth, and domestic politics. In a similar vein, Realism’s argument
that the Cold War bipolarity generated regional stability can be questioned.
China’s preeminent Realist scholar of international relations, Yan Xuetong
of Tsinghua University, argues that while Cold War bipolarity might have
prevented war between the superpowers, it permitted numerous regional
conflicts causing massive death and destruction:

The history of East Asia does not support the argument that the balanced
strengths between China and the United States can prevent limited conven-
tional wars in East Asia. During the Cold War, the balance of power between
the United States and the Soviet Union did prevent them from attacking each
other directly in this region, but it failed to prevent wars between their allies or
wars between one of them and the allies of the other, such as the Korean War
in the 1950s. Hence, even if a balance of power existed between China and the
United States after the Cold War, we would still not be sure it had the function
of preventing limited conventional wars in this region.22

The Realist explanation of Asia’s Cold War stability, while having the
virtue of consistency, actually contradicts a key element of its foundational
logic, which sees power balancing as a universal and unexceptionable law
of international politics (even if Realists disagree whether it is an automatic
law of nature, or has to be contrived). The notion of balance of power in
Asia as understood from a Realist perspective is actually a fig leaf for U.S.
primacy, or even preponderance. Hence, what should be anathema for a
classical Realist23—the discernable absence of balancing against a hege-
monic power—has acquired the status of an almost normative argument
about Asian regional order in Realist writings on Asia. This contradiction
cannot be explained by simply viewing the United States as a benign power,
which can escape the logic of balancing. If Realism is true to one of its foun-
dational logics, then any power (benign or otherwise) seeking hegemony
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should have invited a countervailing coalition. The fact that the United
States has not triggered such a coalition is a puzzle that has not been ade-
quately explained. Adding a qualifier to their causal logic (benign powers
are less likely to be balanced against than malign ones) only lends itself to
the charge, raised powerfully by John Vasquez, of Realism as a “degenera-
tive” theoretical paradigm.24

LIBERALISM

Classical Liberalism rests on three pillars:

1. Commercial Liberalism, or the view that economic interdependence,
especially free trade, reduces prospect of war by increasing its costs to
the parties;

2. Republican Liberalism, or the “democratic peace” argument which as-
sumes that Liberal democracies are more peaceful than autocracies, or
at least seldom fight one another;

3. Liberal institutionalism, which focuses on the contribution of inter-
national organizations in fostering collective security, managing con-
flict, and promoting cooperation.

A modern variant of Liberal institutionalism is neo-Liberal institutionalism.
Unlike classical Liberalism, which took a benign view of human nature,
neo-Liberal institutionalism accepts the Realist premise that the interna-
tional system is anarchic and that states are the primary, if not the only, ac-
tors in international relations. But it disagrees with neo-Realism’s dismissal
of international institutions. Neo-Liberals maintain that international insti-
tutions, broadly defined—including regimes and formal organizations—
can regulate state behavior and promote cooperation by reducing transac-
tion costs, facilitating information-sharing, preventing cheating, and
providing avenues for peaceful resolution of conflicts.

While Realism as a theory of international relations is preoccupied with
issues of security and order, Liberalism is more concerned with the nature
and dynamics of the international political economy. Liberal perspectives
on Asia’s international relations are no exception. For Liberals, the founda-
tions of the postwar international relations of Asia were laid not by the re-
gion’s distinctive geography or culture, or by security threats facing the re-
gion, but rather by the post–World War II international economic system
under American hegemony. The United States was central to the creation of
international institutions such as the International Monetary Fund (IMF),
the World Bank, and the General Agreement on Tariffs and Trade (GATT),
which played a crucial role in diffusing the norms of economic Liberalism.
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In Asia, the United States served as a benign hegemon providing the collec-
tive goods of security against communist expansion and free access to its
vast market to Asia’s early industrializers, even at a cost to itself (in terms of
incurring huge deficits). The outcome was rapid economic growth in a
number of Asian economies, which created a “performance legitimacy” for
the region’s autocratic rulers, thereby stabilizing their domestic politics. At
the same time, the region witnessed a growing interdependence resulting
from the pursuit of market-driven and market-friendly economic growth
strategies, which furthered the prospects for regional stability and security.

Liberal conceptions of the international relations of Asia have particu-
larly stressed the role of expanding interdependence as a force for peace.25

The interdependence argument was advanced with ever more vigor with the
end of the Cold War and the rise of Chinese economic power. Liberals, both
Western and Asian (including many of them within China itself), came to
view it as a crucial factor in making China’s rise peaceful. Yet, the argument
also invited much criticism, especially, as noted earlier, from Realists, who
often take the failure of European economic interdependence to prevent the
First World War as a severe indictment of the “if goods do not cross borders,
soldiers will” logic. Defending against such charges, Liberals stress differ-
ences between nineteenth-century and contemporary patterns of economic
interdependence. The former was based on trade and exchange, while the
latter is rooted in transnational production, which is more “costly to break”
and which has a deeper and more durable impact on national political and
security autonomy.

The second strand of Liberalism—democratic peace theory—has found
very little expression in writings on Asian IR. This need not be surprising
since historically Asia has had few democracies to test the claims of this the-
ory meaningfully. Moreover, Asia’s democracies tend to be of the “illiberal
variety,” making it more plausible for us to speak of an “illiberal peace” in
the region (especially in Southeast Asia), whereby a group of authoritarian
and semi-authoritarian states avoid conflict by focusing on economic
growth, performance legitimacy, and sovereignty-preserving regional insti-
tutions. Critics of democratic peace in the West, such as Jack Snyder and Ed
Mansfield, have also questioned the normative claims of democratic peace
by highlighting the danger of war associated with democratic transitions. In
Asia, the Liberal/democratic peace argument has found more critics than
adherents, but in general it has not been an important part of the debate
over the region’s international relations.

The neglect is as unfortunate as the criticism of democratic peace is mis-
placed. Contrary to a popular perception, democratic transitions in Asia
have never led to interstate war and only occasionally to serious domestic
instability. The case of Indonesia post-Suharto might be an exception to the
latter, but didn’t more people die in the transition to authoritarian rule in
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that country in the 1960s than from it? In South Korea, Taiwan, Cambodia,
the Philippines, and Thailand, democratic transitions have not caused seri-
ous internal strife or interstate conflict. On the contrary, it might be argued
that such transitions have often yielded a “cooperative peace dividend,”
whereby the new democratic governments have pursued cooperative strate-
gies toward their traditional rivals. Examples include Thailand’s “battle-
fields to marketplaces” policy in the late 1980s that helped to break the
stalemate in the Cambodia conflict, Kim Dae Jung’s Sunshine Policy, and
Indonesia’s ASEAN Security Community initiative. Pakistan’s democratic
breakdown under Musharraf might have led to improved prospects for
peace with India, but this was induced by a strong external element, the
9/11 attacks, and the U.S.-led war on terror. Democratization fueled de-
mands for Taiwanese independence, thereby challenging East Asian stabil-
ity, but democratization has also created populist countervailing pressures
on Taiwan’s pro-independence governments from going over the brink in
inviting a Chinese military response. At the very least, there is not much ev-
idence from Asia to support the critics’ view that democratic transitions in-
tensify the danger of war, or even domestic strife.

The impact of the third element of the Liberal paradigm, Liberal institu-
tionalism, on Asian IR discourses is both easier and harder to establish. On
the one hand, the growth of regional institutions in Asia allows greater
space to Liberal conceptions of order-building through institutions. But the
Liberal understanding of how institutions come about and preserve order
overlaps considerably with social Constructivist approaches. Indeed, insti-
tutionalism (the study of the role of international institutions) is no longer
a purely Liberal preserve; in Asia at least, it has been appropriated by Con-
structivists who have both deepened and broadened the understandings of
what institutions are and how they impact on Asia’s international relations.

Classical Liberal institutionalism was identified with both collective se-
curity and, to a lesser extent, regional integration theory, which was closely
derived from early West European integration during the 1950s and ’60s.
But neither type of Liberal institutionalism has had a regional application
in Asia, where there have been no collective security (even if one stretches
the term to include collective defense) or supranational institutions. The
newest Liberal institutionalism, neo-Liberal institutionalism, narrowed the
scope of investigation into institutional dynamics (how institutions affect
state behavior) considerably. It shared the Realist conception of anarchy
while disagreeing with Realism on the importance of institutions as agents
of cooperation and change. But it gave an overly utilitarian slant to the per-
formance of institutions. Institutions may (but not always or necessarily)
induce cooperation because they can increase information flows, reduce
transaction costs, and prevent cheating. But institutions are not really trans-
formative; their end-product may be an international regime rather than a
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security community where the prospect of war is unthinkable. In Asia,
APEC has been the one regime/institution that neo-Liberals have been most
attracted to. But even there, and certainly in the case of the more ASEAN-
centric institutions (e.g., ASEAN, ASEAN Regional Forum, ASEAN � 3, and
East Asian Summit), Constructivism (with its stress on the culture- and
identity-derived notion of the “ASEAN Way”) has been a more popular
mode of analysis than neo-Liberalism or classical Liberalism (collective se-
curity and regional integration).

In general then, Liberal perspectives have made little impact on the study
of Asia’s international relations. This need not have been, or will remain,
the case. Liberalism is more notable as a causal theory of peace, just as Re-
alism focuses on the causes of war. In a traditionally Realist-dominated field
of Asian international relations, and with the region’s domestic politics
landscape marked by a durable (if changing) authoritarian pattern, Liberal
conceptions of peace and democracy have found few adherents. But as
noted above, the criticisms of Liberal notions of interdependence and de-
mocracy on the one hand and peace and stability on the other are often
rooted in misplaced historical analogies and selective empirical evidence.
Liberalism has a brighter future in the analysis of Asia’s international rela-
tions as the region’s historical (post–World War II) combination of eco-
nomic nationalism, security bilateralism, and political authoritarianism
unravels and gives way to a more complex picture where economic Liberal-
ism, security multilateralism, and democratic politics acquire force as de-
terminants of regional order and form the basis of an “Asian universalism”
in IR theory.

CONSTRUCTIVISM

For Constructivists, international relations is shaped not just by material
forces such as power and wealth, but also by subjective and inter-subjec-
tive factors, including ideas, norms, history, culture, and identity. Con-
structivism takes a sociological, rather than “strategic interaction,” view of
international relations. The interests and identities of states are not pre-or-
dained, or a given, but emerge and change through a process of mutual in-
teractions and socialization. Conditions such as anarchy and power poli-
tics are not permanent or “organic” features of international relations, but
are socially constructed. State interests and identities are in important part
constituted by these social structures rather than given exogenously to the
system by human nature or domestic politics. Norms, once established,
have a life of their own; they create and redefine state interests and ap-
proaches. For Constructivists, international institutions exert a deep im-
pact on the behavior of states; they not only regulate state behavior, but
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also constitute state identities. Through interaction and socialization, states
may develop a “collective identity” that would enable them to overcome
power politics and the security dilemma.

Constructivism is struggling to acquire the status of a “theory” of inter-
national relations comparable to Realism or Liberalism. Some critics view
it as social theory that has no basis in IR. Constructivists are also accused of
lacking middle-range theory and not pursuing serious empirical research
(although this criticism would be increasingly hard to sustain as more em-
pirical studies emerge employing a Constructivist framework); some Con-
structivists themselves acknowledge that like rational choice, it is more of a
method than a theory per se.26

But Constructivism has helped to answer a number of key puzzles about
Asian security order. While Constructivism is essentially a post–Cold War
theory, it has been employed to explain key puzzles of Asian international
relations during the Cold War period. Constructivists stress the role of col-
lective identities in the foundation of Asia’s postwar international relations.
In an important contribution, Chris Hemmer and Peter Katzenstein explain
the puzzle of “why there is no NATO in Asia” by examining the differing
perceptions of collective identity held by U.S. policymakers in relation to
Europe and Asia.27 American policymakers in the early postwar period “saw
their potential Asian allies . . . as part of an alien and, in important ways,
inferior community.”28 This was in marked contrast to their perception of
“their potential European allies [who were seen] as relatively equal mem-
bers of a shared community.” Because the United States recognized a greater
sense of a transatlantic community than a transpacific one, Europe rather
than Asia was seen as a more desirable arena for multilateral engagement:
hence there was no Asian NATO. While this explanation stresses the collec-
tive identity of an external actor, another Constructivist perspective high-
lights the normative concerns of Asian actors themselves, especially Asia’s
nationalist leaders, who delegitimized collective defense by viewing it as a
form of great power intervention through their interactions in the early
postwar period, culminating in the Asia-Africa Conference in Bandung in
1955.29

Constructivism also explains why a different form of regionalism was
possible in Asia, one that was more reflective of the normative and cultural
beliefs of the Asian states and their collective identities as newly indepen-
dent states seeking national and regional autonomy. This explains the ori-
gins and evolution of ASEAN, Asia’s first viable regional grouping. ASEAN’s
establishment in 1967, Constructivists argue, cannot be explained from a
Realist perspective, in the absence of a common external threat perception,
or from a Liberal one, which would assume substantial interdependence
among its members. Neither of these conditions marked the relationship
among ASEAN’s founding members at its birth. Instead, regionalism in
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Southeast Asia was a product of ideational forces, such as shared norms,
and socialization in search of a common identity. Shared norms, including
non-intervention, equality of states, and avoidance of membership in great
power military pacts were influential in shaping a deliberately weak and rel-
atively non-institutionalized form of regionalism that came to be known as
the “ASEAN Way.”

Regional institutions have thus been at the core of Constructivist under-
standing of Asia’s postwar international relations. It is through Asian insti-
tutions that Constructivists have attempted to project and test their notions
about the role of ideas (for example, common and cooperative security),
identity (“Asian Way,” “ASEAN Way,” “Asia-Pacific Way”), and socializa-
tion.30 The influence of Constructivism is especially visible in attempts to
differentiate between European and Asian regionalism, stressing the formal,
legalistic, and bureaucratic nature of the former with the informal, consen-
sual, and process-centric conception of the latter. That the European-de-
rived criteria should not be used to judge the performance and effectiveness
of Asian institutions has been a key element in Constructivist arguments
about Asian regionalism.31

Apart from conceptualizing the distinctive nature and performance of
Asian regional institutions, which are either dismissed (by Realists) or in-
adequately captured (by neo-Liberal or rationalist institutionalism), Con-
structivists have also stepped into the debate over Asia’s emerging and fu-
ture security order by frontally challenging the “ripe for rivalry” scenario
proposed famously and controversially by Aaron Friedberg.32 David Kang,
noting that Realist scenarios such as Friedberg’s have failed to materialize,
calls for examining Asian security from the perspective of Asia’s own history
and culture. He raises the notion of a hierarchical regional system in Asia at
the time of China’s imperial dominance and the tributary system. Asia was
peaceful when China was powerful; now with the (re-)emergence of China
as a regional and global power, Asia could acquire stability through band-
wagoning with China (which in his view is occurring).33 While for
Mearsheimer, Europe’s “back to the future” means heightened disorder of
the type that accompanied the rise of Germany in the late nineteenth cen-
tury, for Kang, Asia’s “back to the future” implies a return to hierarchy and
stability under Chinese preeminence.

Kang’s thesis presents one of the most powerful Constructivist challenges
to the Realist orthodoxy in Asian IR. But his argument has been controver-
sial, even among Constructivists,34 who have questioned its claim about the
peaceful nature of the old tributary system, whether China’s neighbors are
actually “bandwagoning” with China, and the structural differences be-
tween Asian regional systems during the tributary system, especially the ab-
sence of other contenders for hegemony that can now be found in the
United States, Russia, Japan, and India, and the continuing importance of
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sovereignty to both China and its neighbors that militate against hierarchy
(see Samuel Kim’s chapter in this volume).

Constructivism has acquired a substantial following among not only
Western but also Asian scholars on Asian IR.35 A key factor behind this is
the growing interest in the study of Asian regionalism, with the prolifera-
tion of regional institutions and dialogues in Asia in the post–Cold War pe-
riod. In China, aside from regional institutions, local discourses about
China’s “peaceful rise” play an important role behind the emergence of
Constructivism as the most popular IR theory among the younger genera-
tion academics. Constructivism has given an alternative theoretical plat-
form to Chinese scholars wary of Realist (power transition) perspectives
from the West (as well as other parts of Asia), which see the rise of China
as a major threat to international stability.

Constructivism has advanced the understanding of Asia’s international
relations in important ways. Their focus on the role of ideational forces,
such as culture, norms, and identity, enriches our understanding of the
sources and determinants of Asian regional order not compared to a purely
materialistic perspective. Second, Constructivists have challenged the un-
critical acceptance of the balance of power system posited by Realist and
neo-Realist scholars as the basis of Asian regional order by giving greater
play to the possibility of change and transformation driven by socialization.
Third, Constructivist writings have introduced greater theoretical diversity
and opened the space for debate in the field and helped to link the insights
of the traditional area studies approach to Southeast Asia to the larger do-
main of international relations theory.36

But the growing visibility of Constructivism in Asian IR has invited criti-
cisms of the “new Constructivist orthodoxy.” Despite having begun as a dis-
senting view, side by side with other critical perspectives on international
relations, Constructivism is now bracketed as a “mainstream” perspective.
This is ironic, because Constructivism is also dismissed by some as a fad, a
passing fancy of a handful of intellectuals, which will fade into obscurity as
the optimism generated by the end of the Cold War dissipates. Equally un-
convincing are accusations leveled against Constructivism of uncritically
emulating their rationalist foes, of normative determinism (too much em-
phasis on norms at the expense of material forces), and unreformed state-
centrism (ignoring the role of civil society actors). While critics see the de-
gree of Constructivist optimism about Asia’s future to be as misconceived
as Realist pessimism, in reality, Constructivist optimism has been more
guarded that what the critics portray. More serious are the criticisms of Con-
structivism’s tendency to ignore domestic politics (how domestic interac-
tions change identity and interests) and its self-serving moral cosmopoli-
tanism (bias toward “universal” ideas and global norm entrepreneurs at the
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expense of pre-existing local beliefs and local agents). These criticisms mir-
ror complaints about Constructivism.

It is quite obvious that the line separating the three theoretical perspec-
tives on Asian international relations have never been neat. This brings us
to the question of what Katzenstein and associates have called the need for
“analytic eclecticism” in the study of international relations.37 I would add
that such eclecticism is needed not just between theoretical paradigms but
also within them (intra-paradigm and inter-paradigm). Prospects for Asia’s
future cannot be ascertained from tightly held paradigmatic frameworks,
but synthesis between and within them. This chapter has suggested a con-
siderable overlap between Liberalism and Constructivism (which in turn
has significant English School foundations), especially when it comes to
the study of Asian regional institutions and in countering Realist pessimism
about Asia’s future international order. But the Realist-favored notion of
balance of power can also be seen as having its basis in normative and so-
cial foundations, as evident in notions such as “soft balancing” or “institu-
tional balancing.”

While the debate between Realist “pessimism” and Liberal/Constructivist
“optimism” about the future of Asia’s security order remains far from set-
tled, recent contributions to Asian security discussions have been intra-par-
adigmatic (such as the Kang-Acharya debate) and even within the Realist
camp, between offensive and defensive Realists (e.g., Mearsheimer and
Christensen, respectively). Moreover, the debate over Asia’s future security
order is less about whether it will feature some type of cooperative mecha-
nism (rather than approximating a pure Hobbesian anarchy), than which
type of cooperation/accommodation (concert, community, soft balancing,
hierarchy) will be feasible. And in this context, while traditional concep-
tions of regional order in Asia revolved around the relationship of compe-
tition and accommodation among the great powers, how the great powers
relate to weaker states has become especially crucial for a region in which
the weaker states drive regional cooperation and institution-building.

CONCLUSION: FROM EXCEPTIONALISM TO UNIVERSALISM

IR theory is increasingly used in the classrooms and writings on Asian IR in
Japan, Korea, China, and Taiwan and to a lesser extent Southeast and South
Asia. It should be noted that a good deal of “theory” that might be helpful
in broadening the scope of IR remains “hidden” due to language barriers,
lack of resources in Asian institutions, and the dominance of Western schol-
arly and policy outlets. But this is changing with the infusion of new schol-
arship and the broadening intellectual parameters of theoretical discourses.
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As elsewhere and in other points of history, theoretical arguments and
claims about Asian IR closely approximate shifts in global and regional in-
ternational relations. The growing popularity of Liberalism and Construc-
tivism in Asian IR is thus closely related to the end of the Cold War and
the emergence of new regional institutions in Asia. While events drive the-
oretical shifts, to some extent, theories have offered rationalization of
event-driven policy perspectives and approaches. Thus, Sino-U.S. tensions
over Taiwan and other East Asian security issues have given a fresh impe-
tus for Realist pessimism, while the end of the Cambodia conflict, the
South China Sea Code of Conduct, and the emergence of the ARF and East
Asia Summit (EAS) have given a fillip to Liberal and Constructivist opti-
mism.

What next in the theoretical evolution of Asian IR studies? Realism re-
tains a dominant, if no longer hegemonic, position. Realist arguments such
as “power transition,” “back to the future,” “ripe for rivalry,” and “offensive
Realism” have often provided the starting point of debate over Asia’s emerg-
ing and future international order. But newer approaches, especially Liberal
and Constructivist perspectives, are enriching academic and policy debates
on Asian IR. Realism, especially empirical Realism (i.e., academic and pol-
icy writings that reflect the philosophical assumptions of Realism without
being self-consciously framed in theoretical jargon), will remain important,
but so will Constructivism. While Constructivism has been criticized as a
fad, it is likely to retain a central place in writings on Asian IR, because its
focus on issues of culture and identity resonate well with Asian thinkers and
writers. And Liberal perspectives, such as democratic peace and institutions,
which have been neglected thus far, will assume greater prominence, at least
insidiously.

More importantly, with the growing interest in theorizing Asia’s interna-
tional relations, the debate over the relevance of Western theory to analyze
Asia has intensified. Perspectives that view IR theory as a fundamentally
ethnocentric enterprise that does a poor job of analyzing Asian IR are be-
coming commonplace in Asian writings on the region’s IR. And this view is
shared by a number of leading Western scholars. This debate has also led to
a search for an “Asian IR theory,” akin to the English School or the Copen-
hagen School. But there is little movement in the direction of an Asian IR
theory in the regional sense. This is not surprising, given Asia’s subregional
and national differences.38 There is a great scope for national perspectives,
even in a highly contested manner.39 For example, some Chinese scholars
are attempting to develop a Chinese School of IR, derived either from Chi-
nese historical practices, such as the warring states period and the tributary
system, or from the metaphysical Chinese worldview.40

An equally vocal group of Chinese scholars rejects this approach, insist-
ing that IR theory must have a universal frame. According to this group, at-
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tempts to develop IR theory should be guided by “scientific” universalism,
rather than cultural specificity.41 Going by this immensely helpful and ex-
citing debate, the challenge, then, is to broaden the horizons of existing IR
theory by including the Asian experience, rather than either to reject IR the-
ory or to develop a Chinese or Asian School that will better capture and ex-
plain China’s or Asia’s unique historical experience, but have little relevance
elsewhere, even though such universalism would still require deeper inves-
tigations into Asian history.

There is thus a growing space for an Asian universalism in IR theory. I use
the term “Asian universalism” since it is in direct juxtaposition to the Asian
exceptionalism found in the extreme form in the notion of Asian values,
Asian conception of human rights, Asian democracy, or in a more moder-
ate strain in claims about an Asian form of capitalism, or an Asian mode of
globalization. Asian exceptionalism, especially in its extreme form, refers to
the tendency to view Asia as a unique and relatively homogenous entity
that rejects ideas, such as human rights and democracy, which lay a claim
to universality, but which are in reality constructed and exported by the
West. Such ideas are to be contested because of their lack of fit with local
cultural, historical, and political realities in Asia. Asian universalism by con-
trast refers to the fit, often constructed by local idea entrepreneurs, between
external and Asian ideas and practices with a view to give a wider dissemi-
nation to the latter. This involves the simultaneous reconstruction of out-
side ideas in accordance with local beliefs and practices and the transmis-
sion and diffusion of the preexisting and localized forms of knowledge
beyond the region. Whereas Asian exceptionalism is relevant only in ana-
lyzing and explaining local patterns of IR, Asian universalism would use lo-
cal knowledge to understand and explain both local and foreign IR.

The impetus for Asian universalism comes from several sources. The first
is a historical shift from economic nationalism, security bilateralism, and
authoritarian politics in the postwar period to economic interdependence,
security multilateralism, and democratic politics of the post–Cold War era.
This shift is far from linear, but it is occurring and having a substantial im-
pact on studies of Asian IR. And this need not be seen as a purely or mainly
Liberal trend, as it would be mediated by local historical, cultural, and
ideational frameworks that have their roots in local conceptions of power
politics, utilitarianism, and normative transformation. This shift challenges
the distinction between Asian and universal knowledge claims and expands
the scope for grafting outside theoretical concepts onto Asian local dis-
courses.

The region also abounds in historical forms of local knowledge with a
universal reach. Examples include the ideas of Asian thinkers such as Ra-
bindranath Tagore’s critique of nationalism, Nehru’s neutralism and non-
alignment, and Gandhi’s satyagraha.42 There are many Japanese writings
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that were developed either in association with, or in reaction against, West-
ern concepts of nationalism, internationalism, and international order.43

Although some of these Indian and Japanese contributions were either cri-
tiques of Western ideas (like nationalism) or were borrowed forms of West-
ern ideas (such as Gandhi’s borrowing of passive resistance), they were suf-
ficiently infused with a local content to be deemed a form of local
knowledge. Moreover, the outcome of this interaction between Western and
Asian ideas was “constitutive” in the sense that it redefined both the West-
ern ideas and the local identities. And while the localization of Western
ideas might have been originally intended for domestic or regional audi-
ences, the resulting concepts and practices did possess a wider conceptual
frame to have relevance beyond Asia. Such ideas deserve a place alongside
existing theories of IR. Historical patterns of interstate and interciviliza-
tional relations in Asia, including the tributary system, also have their place,
if they can be conceptualized in a manner that would extend their analyti-
cal utility and normative purpose (present in any theory) beyond China or
East Asia.44

Asian practices of international relations are another rich source of Asian
universalism in IR theory.45 Asian regionalism, which manages the balance
of power and expands the potential for a regional community, also provides
a good potential avenue for such universalism. Instead of drawing a sharp
distinction between what is European and what is Asian, theoretical per-
spectives on Asian regionalism should explore commonalities that are quite
substantial and would constitute the core of a universal corpus of knowl-
edge about regionalism in world politics.46

While the distinctive aspects of Asia’s history, ideas, and approaches will
condition the way Western theoretical ideas are understood and make their
impact, elements of the former will find their way into a wider arena influ-
encing global discourses about international order in the twenty-first cen-
tury. The challenge for theoretical writings on Asian IR is to reflect on and
conceptualize this dynamic, whereby scholars do not stop at testing Western
concepts and theories in the Asian context, but generalize from the latter in
order to enrich an hitherto Western-centric IR theory.47
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The end of the Cold War and collapse of the Soviet Union in 1991
changed the position of the United States in Asia. For the first time since
the start of the Cold War in the late 1940s, the United States appeared to
become the region’s truly dominant power, seemingly facing few chal-
lenges from major competitors. The global war on terrorism begun in
2001 saw U.S. leadership and influence spread to South and Central
Asia. The United States now became the leading foreign power in South
Asia, having good relations with both India and Pakistan. U.S. military
and other relationships with several Central Asian countries grew signif-
icantly.1 On the other hand, challenges to U.S. leadership in Asia also
grew. U.S. policies in Iraq and the broader war on terrorism offended and
alienated majorities in Asia. U.S. policy appeared inattentive to Asian
concerns with development, nation building, and regional cooperation
in multilateral organizations. Burgeoning intra-Asia trade and invest-
ment networks seemed to diminish the importance of the United States
in regional economic matters. Rising powers including India and espe-
cially China were portrayed as gaining regional influence and leadership
as the United States was seen to decline.2

This chapter first examines significant challenges to U.S. interests and in-
fluence in Asia at the start of the twenty-first century. It then discerns en-
during U.S. strengths, forecasts durable American regional leadership, and
considers alternative outcomes.
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CHALLENGES TO U.S. INTERESTS AND INFLUENCE IN ASIA

Looked at broadly, current U.S. policy represents the culmination of a long-
standing pursuit of three sets of objectives in policy toward Asia. First, the
United States remains concerned with maintaining a balance of power in
Asia favorable to American interests and opposed to efforts at domination
of the region by hostile powers. Second, U.S. economic interests in the re-
gion grow through involvement in economic development and expanded
U.S. trade and investment. Third, U.S. culture and values prompt efforts to
foster in Asia and other parts of the world democracy, human rights, and
other trends viewed as progressive by Americans. The priority given to each
of these goals changed over time. U.S. leaders varied in their ability to set
priorities and organize U.S. objectives as part of a well-integrated national
approach to the Asia-Pacific.3

Following the terrorist attack on America in 2001, the U.S. administra-
tion added two specific objectives: elimination of terrorist organizations
and curbing proliferation of weapons of mass destruction that might fall
into the hands of terrorists. U.S. officials from time to time also advanced a
U.S. goal of implicit if not explicit strategic dominance in Asia and other
world regions, premised on unsurpassed U.S. military capabilities. The U.S.
Defense Department’s Quadrennial Defense Review of 2006 said,

It [the United States] will also seek to ensure that no foreign power can dictate
the terms of regional or global security. It [the United States] will attempt to
dissuade any military competitor from developing disruptive or other capabil-
ities that could enable regional hegemony or hostile action against the United
States or other friendly countries, and it will seek to deter aggression or coer-
cion. Should deterrence fail, the United States would deny any hostile power
its strategic and operational objectives.

These stated objectives seem generally consistent with the United States
seeking favorable balance of power in Asia, though they also seem more as-
sertive than past U.S. positions. It is unclear if and how this posture will be
adjusted in the wake of the reevaluation of the U.S. military occupation of
Iraq and the broad expansion of U.S. military commitments in the global
war on terrorism.4

The U.S. government finds the pursuit of its interests challenged by the
wide range of changes under way in Asia since the end of the Cold War.5

Those changes can be grouped under five headings.
Changes in Regional Major Power Relationships. U.S. policy in Asia has been

compelled to take account of China’s rising power, India’s rising power,
Japan’s greater international assertiveness following a period of economic
and political weakness, Russia’s greater activism in Asian affairs, and In-
donesia’s slow comeback from the collapse of the Suharto regime in 1999.
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Economic Globalization. The growing force of economic globalization and
related free flow of information have required U.S. policy to adjust to these
international trends and to deal with Asian governments focused on seek-
ing advantage in a dynamic and increasingly interdependent world econ-
omy.

Asian Multilateralism. U.S. policy has reacted to burgeoning Asian multi-
lateral organizations that reflect the Asian governments’ growing interest in
and convergence over sub-regional and regional multilateral groups and or-
ganizations that address important economic, political, and security con-
cerns of Asian countries. The U.S. government privately debates the actual
importance of Asian multilateral organizations, which emphasize process
over results, but Asian multilateralism has figured more prominently in
U.S. policy and diplomacy in Asia.

War on Terror; Nuclear Weapons Proliferation. These recent U.S. priorities
have not been shared to the same degree by many Asian governments, chal-
lenging U.S. policy to devise means to build appropriate coalitions and ap-
proaches.

Change in U.S. Policy. U.S. policy has been compelled to deal with wari-
ness of many Asian governments concerned over perceived changes in U.S.
policy involving excessive U.S. activism, unilateralism, and pressures on the
one hand, and U.S. neglect, pullback, and withdrawal regarding Asian af-
fairs on the other.

As U.S. policymakers have adjusted to these changes, they have encoun-
tered resistance to U.S. leadership. Thus, for example, Asian governments
often oppose U.S. pressure for political rights and democracy in Asia that
come at the expense of national sovereignty and regional stability. The
Asian governments foster some regional economic groupings that endeavor
to deal with issues of economic competition and globalization in a regional
context, without the interference of the United States.

The Asian governments also show determination to keep the initiative in
their security policies as they pursue “hedging” strategies that avoid falling
in line with U.S. guidance. It is hard to avoid the term “hedging” when as-
sessing recent discussion of security relations in Asia. The term is widely
used to define patterns of interaction between and among regional states,
and yet it remains poorly defined and often imprecise. Evelyn Goh, an aca-
demic specialist on Asia-Pacific security dynamics, advised that what is re-
ferred to as “hedging” is the norm in international relations. Most states
adopt insurance policies, and while they establish military relationships
with some states, they avoid committing themselves to potentially antago-
nistic stances toward other states most of the time, thereby preserving a
maximum range of strategic options. During the Cold War, such behavior
was severely limited by a need to line up with one side among contending
blocs. But that era is now over.6
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Another way to look at hedging is to see it as contingency planning. Asian
governments face a complicated and uncertain security situation with many
variables. Even though most Asian nations seek to emphasize the positive
in their recent security policy and initiatives with one another, negative his-
torical experience reinforces prudence in supporting preparations for nega-
tive developments or contingencies at the same time.7

Hedging is defined in this chapter as a broad-ranging practice widely
used by Asian governments seeking various domestic and international
means at the same time in order to safeguard their security and well-being
in the prevailing uncertain but generally not immediately threatening envi-
ronment in post–Cold War Asia. The post–Cold War Asian order has wit-
nessed a tendency on the part of most Asian governments to emphasize na-
tionalistic ambitions and independence. They eschew tight and binding
alignments of the past in favor of diverse arrangements with various pow-
ers that support security and other state interests in the newly fluid and
somewhat uncertain regional environment.8 The environment is not so un-
certain that countries feel a need to seek close alignment with a major
power or with one another to protect themselves. But it prompts a wide va-
riety of hedging, with each government seeking more diverse and varied
arrangements in order to shore up security interests.

What this means for the United States is that most Asian governments
want generally positive relations with the United States, the region’s leading
military and economic power, but some are wary of U.S. policy and they
seek diversified ties to enhance their security and other options. Meanwhile,
they remain wary of one another and work with the United States and oth-
ers to ensure their interests in the face of possible regional dangers posed by
their neighbors.

For example, China’s rising prominence and power has prompted an ar-
ray of recent “hedging” activities as the United States and China’s neighbors
endeavor to engage with China constructively on the one hand, while they
prepare for possible contingencies involving a rising China that would be
adverse to their interests on the other hand. Indeed, the United States is an
active player and receptive partner among Asian governments hedging in
the face of China’s rise. It hedges notably in regard to possible negative con-
sequences of China’s rising military, economic, and political power and in-
fluence for U.S. interests in Asian and world affairs.9

SPECIFIC CHALLENGES FOR U.S. LEADERSHIP

Opposition to U.S. Foreign Policies

Asian governments, elites, and public opinion generally give priority to
national development and greater prominence for their countries, and they
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increasingly support regional collaboration and consultation in various
multilateral groups. The governments, elites, and public opinion have
tended to see George W. Bush administration foreign policies to be at odds
with these important regional interests and concerns.10

Most Asian governments, elites, and public opinion have opposed the
U.S.-led war in Iraq. The U.S. emphasis on military means in the war on ter-
ror also has been widely seen as excessive and myopic. The scandals and
controversies surrounding U.S. treatment of Iraqi prisoners and interna-
tional terrorist suspects have severely damaged the U.S. image as a govern-
ment supporting human rights and due process according to democratic
principles. The strong U.S. support for Israel in ongoing disputes with Pales-
tinians has offended in particular regional Muslim populations and their
administrations. The hard-line Bush administration posture in negotiations
over North Korea’s nuclear weapons development that was prevalent until
recently was seen as misguided and received little regional support.

Perceived U.S. unilateralism in refusing to be bound by United Nations
procedures regarding the war in Iraq and other matters, in refusing com-
mitment to the Kyoto Protocol on climate change, and in pushing U.S. ini-
tiatives to promote trade and democracy favored by the United States have
offended many constituencies in Asia. The U.S. government has been
widely seen in the region as absorbed in the conflicts in Iraq, Afghanistan,
and the broader war on terror, and insensitive to Asian regional trends em-
phasizing cooperation, multilateral consultation, and development.

The contradictions between regional priorities and U.S. foreign policy
and behavior have dominated recent public and private discourse about the
United States in Asia. They have led to major declines in approval ratings of
the U.S. government in opinion polls throughout the region. As a result, the
U.S. government’s image in Asia and the ability of the U.S. government to
lead by example or to otherwise persuade the governments and peoples of
the region to follow U.S. policies and initiatives on a variety of interna-
tional issues have declined. Taken together, this mix of disputes, contradic-
tions, and adverse trends appears to pose the most immediate and promi-
nent challenge to contemporary U.S. relations with and leadership in Asia.

Security Issues and Alliance Management

The military power of the United States and the willingness of the U.S.
government to bear major security responsibilities that affect U.S. inter-
ests as well as those of Asian countries means that the United States is
looked to by those countries to play a major role in dealing with salient
regional security issues and hot spots.11 Although the U.S. government
has received positive regional reactions to its handling of some issues, re-
cent publicity has focused on sharp criticism and disapproval on salient
security issues.
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As noted above, the U.S. handling of the war in Iraq is widely criticized,
and there is sometimes strong disagreement by some regional governments
with aspects of the broader U.S.-led war on terrorism. The latter include op-
position to U.S. initiatives regarding security in the Strait of Malacca, mili-
tary bases in Central Asia, and the Proliferation Security Initiative focused
on North Korea and other potential proliferators of weapons of mass de-
struction. On the other hand, the Asian governments also continue to rely
on U.S. leadership in dealing with the global terrorist threat. They seem to
recognize that they are ill-equipped to track and counter international ter-
rorists and that they need to cooperate with the United States militarily and
through intelligence, law enforcement, and other means.12

The U.S. handling of North Korea’s nuclear weapons development has
elicited more regional support and less criticism as the U.S. administration
has moved recently from a hard-line stance to a more flexible negotiating
posture.13 Meanwhile, U.S. handling of the two other regional security “hot
spots,” the Taiwan Strait and Kashmir, has appeared broadly accepted in the
Asian region as conducive to sustaining regional peace and development.14

Alliance Management

The Bush administration has markedly advanced U.S. alliance relations
with the governments of Japan and Australia. Japanese elite and popular
opinion on the whole seem to welcome the closer ties with the United
States, though there are significant issues regarding U.S. bases in Japan, bur-
den sharing, and the willingness of the Japanese government to depart from
narrowly restrictive defense policies of the past in order to meet U.S. expec-
tations.15 The long-serving government of Australian prime minister John
Howard faced considerable domestic resistance for his pro-U.S. security
policies and actions. The government of Prime Minister Kevin Rudd, elected
in September 2007, pledged to sustain a close alliance but also diverged
from U.S. leadership on sensitive issues including the war in Iraq and the
Kyoto Protocol.16

Though U.S. policy continues to give high priority to its formal defense
allies as part of the “hub” (United States) and “spokes” (U.S. allies) security
framework used by the United States and its Asia-Pacific allies for decades,
U.S. policy has built important relations with non-treaty allies. The United
States has advanced military relations under the rubric of “strategic part-
nerships” with Singapore and India. It also has striven diligently and with
some success to build webs of military connections with a wide variety of
Asian states, devoting special attention to advancing ties with Indonesia
and to a degree Vietnam in Southeast Asia and Kazakhstan in Central Asia.
In South Asia, crisis-prone Pakistan receives annually billions of dollars of
U.S. support, advanced equipment, and other backing designed to shore up
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this key ally against the insurgents in Afghanistan and the broader war on
terrorism.17

The Bush administration has advanced its alliance relationships with the
Philippines and Thailand through training, provision of military assistance
and equipment, security consultations, and high-level diplomacy focused
on security issues of mutual concern. The advances have met with some set-
backs, notably the Philippine decision to withdraw its modest troop con-
tingent from Iraq because of a terrorist threat against a kidnapped Philip-
pine citizen. Thai and Philippine support for the United States also is
evidently tempered by their reluctance to be seen as siding with the United
States at the expense of their other important international relationships,
notably their growing and close relationships with China.18

The biggest alliance problem in recent years has been in U.S. relations
with South Korea. Over the past decade major changes in South Korean pol-
itics, public opinion, and elite viewpoints prompted a major shift in South
Korea’s approach to North Korea and South Korea’s attitude toward and in-
terest in its alliance relationship with the United States. Under the George
W. Bush administration, U.S. policy toward North Korea appeared for many
years to move in a direction opposite that of South Korea. Frictions in South
Korean–U.S. differences over policy toward North Korea, basing and bur-
den-sharing issues, as well as trade policies and other questions periodically
reached crisis proportions. U.S.–South Korean frictions over how to deal
with North Korea subsided somewhat with the Bush administration’s adop-
tion of a more flexible negotiating posture in 2007. The election of a con-
servative party president in South Korea in December 2007 forecast less ac-
rimonious U.S.–South Korean relations. However, even though leaders on
both sides have tended to see their interests best served by continuing the
alliance, persisting frictions and disputes have meant that the formerly close
U.S.–South Korean alignment on Korea Peninsula issues and other interna-
tional affairs was a thing of the past.19

Asia-Pacific Multilateralism

There is a widely held perception in Asia and in the United States that the
U.S. government has been insufficiently attentive to the remarkable growth
in recent years of regional and sub-regional organizations and groups of na-
tions dealing with important economic, political, and security matters.
Though this perception is often disputed by U.S. government officials and
others, a common view is that the United States is losing out to China and
other powers that have been more adept in positioning their governments
to take advantage of trends toward greater international cooperation among
Asian governments. This commonly held view sees Asian governments as
driven by common economic concerns and interests, notably growing trade
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and investment flows among them, and by common security problems that
seem to require going beyond bilateral relations or other existing multilat-
eral means to seek solutions. Some see the emergence of a new regional or-
der in Asia that will rely on ever closer cooperation among regional gov-
ernments in their various groupings and will be less influenced than in the
past by the power and policies of what are seen as non-regional powers, no-
tably the United States. Asian and U.S. observers often see an increasing
convergence among regional leaders backed by emerging, sizeable middle
classes and elites that increasingly resemble each other, having similar
lifestyles and interests, as well as extensive communication networks.20

To avoid being left behind in the wake of Chinese, Japanese, Indian, and
other Asian regional initiatives designed to advance regional groups in ways
advantageous to their respective national interests, the United States is seen
to need to work harder in order to “catch up.” Too often, however, U.S. lead-
ers are viewed as distracted with the war in Iraq, the broader war on terror,
and other more immediate problems. They are said to give insufficient at-
tention to the need to conform more to the requirements and norms of the
growing number of Asian organizations. Even close American allies and
friends like Japan, Australia, and Singapore strongly urge greater construc-
tive U.S. involvement, but the results thus far are said to be unsatisfactory,
according to many regional observers and officials.21

Managing U.S. Domestic Pressures

In the post–Cold War period, the tendency of U.S. interest groups, con-
stituents, and other domestic forces to work with the Congress, the media,
and other means in order to push U.S. foreign policies in sometimes ex-
treme directions has grown and is unlikely to subside soon. The tendency
did decline during the first years of the war on terrorism, but it has revived
in recent years. It has seriously challenged the George W. Bush administra-
tion’s policies on trade and China and has complicated U.S. initiatives to-
ward India and U.S. interaction with countries like North Korea, Indonesia,
and Kazakhstan.22

Gauging the importance of this challenge to U.S. policy toward Asia is
hard because it depends on U.S. reactions to unknowable future regional
events and on the hard-to-predict outcomes of U.S. elections. Prevailing cir-
cumstances seem to indicate that current and future U.S. governments will
continue to face major challenges from U.S. constituents concerned over
the massive U.S. trade deficit and what this means for U.S. economic inter-
ests and trade policies. It is less clear whether strong divisions in the United
States over the war in Iraq will translate into greater pressure to restrict U.S.
military deployments elsewhere, including in Asia. Thus far, they have not
done so.23
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Emerging Powers: The Rise of China

In addition to the challenges listed above, U.S. policy and leadership in
Asia face challenges posed by newly rising powers in the fluid regional en-
vironment. China is in the lead in this category of powers. China’s strengths
in Asia include a burgeoning economy; China is the leading trader with
most advancing regional economies, the largest recipient of foreign invest-
ment, and the largest holder of foreign exchange reserves. Attentive and
adroit Chinese diplomacy fosters ever closer ties with neighboring countries
through bilateral and multilateral relations. China’s rapidly advancing mil-
itary has become the region’s leading force.24

In the United States, some specialists judge that the Chinese adminis-
tration is set on a goal to use its rising regional prominence to weaken
and marginalize the United States as China seeks territorial and regional
goals and prominence now blocked by U.S. power and influence. Others
judge that China’s administration seeks regional prominence for other
reasons but they also advise that the net effect of China’s smooth diplo-
macy and collaborative policies with its Asian neighbors is to show the
United States as maladroit and ineffective by comparison. Still others
judge that the United States need not feel defensive or threatened in the
face of rising China, or they judge that the United States can collaborate
with a rising China as a means to secure U.S. interests in the Asian region
and elsewhere.25

U.S. STRENGTHS IN ASIA

Amid the prevailing negative public discourse in Asia regarding Bush ad-
ministration policies toward Asia and the perceived decline of the United
States relative to China in influence in the region, it sometimes has been
hard to discern evidence of U.S. strengths in the region. Several of these
strengths have been discussed in media and in specialist and scholarly as-
sessments, and they are duly noted below. This assessment of U.S. strengths
also comes from private interviews conducted with 175 Asia-Pacific affairs
experts in the governments of nine Asia-Pacific states during three trips to
the region in 2004–2007. An assumption behind the focus on interviewing
regional officials knowledgeable about the regional order is that, in Asia,
governments are seen as the key decision makers in foreign affairs. On the
whole, the governments of Asia are strong, the peoples look to the govern-
ments to make key foreign policy decisions, and government officials do so
based on careful consideration of their national interests.

The findings of these interviews also were reinforced in public speeches,
briefings, and other interactions with audiences (amounting in total to two

The United States in Asia 93



to three thousand) of informed Asian-Pacific elites in these nine countries
during the course of two seven-week speaking trips in 2004 and 2006 and
a two-week speaking tour in 2007.26

The interviews—reinforced by the above-noted public speeches and brief-
ings—underlined this author’s assessment of twin pillars of U.S. security
and economic strength that provide a firm foundation for continued U.S.
leadership in Asia. Of most importance is the fact that the United States
continues to undertake major costs, commitments, and risks that are
viewed by Asian officials as essential to the stability and well-being of the
region. No other power, including rising China, is even remotely able and
willing to undertake these responsibilities. America thus remains the indis-
pensable leading power of Asia.

Regarding security concerns, it remains the case, despite all the public
bonhomie of Asian regional meetings, that Asian governments generally do
not trust each other. The kind of suspicion and wariness one sees today be-
tween China and Japan characterizes to various degrees most relationships
between and among Asian governments. And yet the Asian governments
need stability in order to meet their nation-building priorities. Economic
development associated with effective nation building is critically impor-
tant to the legitimacy of most Asian governments. In this context, the
United States looms very large in their calculations. Unlike their Asian
neighbors, the United States does not want their territory and does not want
to dominate them. It too wants stability, and, in contrast with China’s and
other powers’ inability and reluctance to undertake major risks and com-
mitments, the United States is seen to continue the massive expenditure
and major risk in a large U.S. military presence in the Asia-Pacific region.
This U.S. role is viewed as essential in stabilizing the often uncertain secu-
rity relationships among Asian governments.

Not only does the United States continue to occupy the top security po-
sition as Asia’s “least distrusted power,” the United States also plays an es-
sential economic role in the development priorities of Asian governments.
Most of these governments are focused on export-oriented growth. The
United States provides large-scale investment and aid to Asia and, more im-
portantly, allows massive inflows of Asian imports essential to Asian eco-
nomic development despite an overall U.S. trade deficit of over $700 bil-
lion annually. This costly trade imbalance is essential to the web of
intra-Asian trading relations that have emerged recently. No other country
is willing or able to bear such a cost.27

This view of the United States as the indispensable leading power in Asia
contrasts with a widely held perception of decline of U.S. power and influ-
ence in world affairs evident since the string of setbacks and failures of the
U.S. military occupation of Iraq. However, more detached assessments see
the consequences of the Iraq conflict for U.S. security commitments and
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power in Asia as limited.28 They appear to support the judgment of this au-
thor, as well as the interviewed Asia-Pacific officials, that the overall U.S.
military power and the U.S. leading security role in the Asian region have
not diminished.

Meanwhile, evidence of U.S. economic difficulties and decline is widely
seen in the United States, notably in the massive U.S. trade and large gov-
ernment spending deficits. The argument here is that these problems will
cause the United States to move in a decidedly protectionist direction that
will significantly curb imports from Asia. Additional evidence was provided
with the election of the Democratic Party–led 110th Congress in 2006.
Democratic leaders Speaker Nancy Pelosi and Majority Leader Harry Reid
seemed to favor tougher and more restrictive trade measures against Asian
exporters, especially China, the source of the largest U.S. trade imbalance.
Nonetheless, more detached assessments showed Democratic Party divi-
sions and weaknesses that made the adoption of significant protectionist
measures unlikely, especially during a period of U.S. economic growth and
low unemployment. This suggested that the leading U.S. role as Asia’s eco-
nomic partner of choice would continue.29

Other strengths in the U.S. position, in comparison with that of rising
China and other Asian powers, have been noted in media and in specialist
and scholarly assessments.30 They included

Role of U.S. Non-Government Actors. Unlike China and other nations, the
United States has not depended so heavily on government connections and
government-led initiatives to exert influence in Asia. The United States has
developed an extensive network of non-government connections estab-
lished over many decades that undergird U.S. influence in Asia. The con-
nections have involved extensive business, educational, religious, and foun-
dation connections. They also have involved an extensive web of personal
connections that followed the U.S. government decision in 1965 to end dis-
crimination against Asians in U.S. immigration policy. This step resulted in
the influx of many millions of Asians who settled in the United States and
entered the mainstream of U.S. society while sustaining strong connections
with their country of origin.31

Role of the Pacific Command. The U.S. military, and especially the Pacific
Command, has been by far the most active U.S. government component in
Asia in recent years. It has followed generally quiet and methodical meth-
ods to develop ever closer working relations with most Asian governments,
while endeavoring to reinforce the U.S. alliance structure in the region. The
ability of the U.S. military to quickly and effectively take the lead in the
multilateral effort to bring relief to the millions of Asians afflicted by the
tsunami disaster of December 2004 was based on the groundwork of con-
nections and trust developed by the U.S. military leaders among Asian gov-
ernments in recent years.32
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Managing “Hot Spots.” As discussed earlier, the U.S. government has con-
tinued to be seen in Asia as responsible for managing and ensuring that the
three major hot spots in the region do not lead to war. The U.S. government
showing increased flexibility in dealing with North Korea over the past year
generally was welcomed by regional governments and public opinion. The
Bush administration’s positions on Taiwan and Kashmir were seen broadly
as sensible and promoting the kind of stability sought by governments in
the region.

Greater U.S. Attention to ASEAN and Asian Multilateralism. The U.S. gov-
ernment also developed a more active and positive stance toward multilat-
eral groups in the Asia-Pacific, especially with ASEAN. The U.S. interest at
times appeared to wane when senior U.S. leaders were distracted by higher
policy priorities, notably the war in Iraq, and failed to participate in ASEAN-
led meetings. In general, however, the United States showed strong support
for the ASEAN Regional Forum (ARF), the primary regional forum for se-
curity dialogue. The Bush administration also strongly supported Asia-Pa-
cific Economic Cooperation (APEC). President Bush in November 2005 be-
gan to use the annual APEC leaders’ summit to engage in annual
multilateral meetings with attending ASEAN leaders. At that meeting, the
leaders launched the ASEAN-U.S. Enhanced Partnership involving a broad
range of economic, political, and security cooperation, and in July 2006 a
five-year Plan of Action to implement the partnership was signed. In the im-
portant area of trade and investment, the U.S. and ASEAN ministers en-
dorsed the Enterprise for ASEAN Initiative (EAI) in 2002 that provided a
road map to move from bilateral trade and investment framework agree-
ments (TIFAs), which are consultative, to free trade agreements (FTAs),
which are more binding. The United States already had bilateral TIFAs with
several ASEAN states, and in August 2006 the United States and ASEAN
agreed to work toward concluding an ASEAN-U.S. regional TIFA. Mean-
while, the Bush administration announced in 2006 that it would appoint
an ambassador to ASEAN. It also announced in 2006 plans for a future
Asia-Pacific FTA.33

Improved U.S.–Great Power Relations. The Bush administration’s success in
improving U.S. relations with the great powers in Asia has added to the
strength of U.S. leadership in the region. The United States having good re-
lations with Japan and China at the same time is very rare. The United
States being the leading foreign power in South Asia and having good rela-
tions with both India and Pakistan is unprecedented, as is the current U.S.
maintenance of good U.S. relations with both Beijing and Taipei.

Effective China Policy. Effective U.S. policy toward China, emphasizing
positive engagement while continuing to balance against negative implica-
tions of China’s rise, has helped to reinforce China’s emphasis on peace and
development and to constrain past Chinese objections and pressure against
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Asian governments interacting with the United States in sensitive areas.34

The prevailing circumstances in U.S.-Chinese relations have allowed the
United States and Asian countries very sensitive to Chinese preferences and
pressures (e.g., Vietnam, Mongolia) to develop closer relations involving
such sensitive areas as military cooperation and related intelligence and in-
formation exchanges.

Asian “Hedging” Reinforces U.S. Regional Leadership

China’s rise adds to incentives for most Asian governments to maneuver
and hedge with other powers, including the United States, in order to pre-
serve their independence and freedom of action. As noted earlier, Asian
governments hedge against the United States and other powers as well, but
the rise of China has made it a recent focal point of regional hedging. The
governments tend to cooperate increasingly with China in areas of com-
mon concern, but they work increasingly in other ways, often including ef-
forts to strengthen relations with the United States, to preserve freedom of
action and other interests in the face of China’s rise.35 As the most impor-
tant power in the region, and one with no territorial or few other ambitions
at odds with Asian governments interested in nation building and preserv-
ing a stable regional status quo, the United States looms large in the hedg-
ing calculus of Asian states dealing with rising China.

OUTLOOK FOR THE UNITED STATES IN ASIA

The United States faces many challenges and complications influenced by
prevailing trends in Asia and pressures at home. The U.S. image in the re-
gion has declined in recent years and U.S. foreign policy continues to be
widely criticized. However, U.S. ability and willingness to serve as Asia’s se-
curity guarantor and its vital economic partner appear strong and provide a
solid foundation for continued U.S. leadership in the region. No other
power or regional organization is even remotely able, much less willing, to
undertake these commitments. The U.S. role also seems to fit well with per-
vasive hedging by most Asian states.

Of course, the balance of strengths and weaknesses of the United States
in Asia could change with changing circumstances including U.S. policy
choices. There appear to be four plausible alternative outcomes, which are
described below. The first and second are premised on substantial change
in existing realities and are deemed less likely. The third and fourth are
more in line with existing realities, and thus are seen as more likely.

1. Decay and Decline in U.S. Leadership. At one extreme is a marked de-
cline in the U.S. leadership position. This could come as a result of strong
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protectionist and/or isolationist sentiment in the United States, resulting in
major U.S. barriers for Asian exports and/or large-scale withdrawal from
U.S. defense commitments in Asia. U.S. leaders may choose this path, or
they may be forced to adopt this approach on account of domestic politi-
cal, economic, or other pressures.

U.S. decline in Asia also could come as a result of U.S. inability or un-
willingness to meet major challenges from an Asian competitor or adver-
sary. The most likely competitor seems to be China. The Chinese adminis-
tration has taken pains not to challenge overtly U.S. leadership in Asia in
the twenty-first century. China had a long record of publicly challenging the
U.S. position in Asia in the past, and a revived Chinese stance strongly op-
posed to U.S. interests regarding Taiwan, alliances with Japan and other
Asian partners, or Asian multilateral groupings deciding important security,
economic, or other issues might cause the United States to back away from
past commitments rather than confront the newly assertive China. Or the
United States might judge that rather than risk a confrontation with China,
it should use negotiations to accommodate and appease the rising power
and accept a declining share of leadership on important security, economic,
and other Asian issues, even at the expense of longstanding U.S. commit-
ments in Asia.

An author in this volume, Hugh White, has argued strongly that the
United States will need to abandon its leadership position in Asia and “ac-
commodate” and share leadership in Asia with a rising China in the inter-
ests of Asian stability. He notes the vague line between accommodation and
appeasement and argues that the latter would have obvious negative con-
sequences for Asian stability; but he also forecasts that U.S. efforts to sus-
tain primacy in Asia and avoid accommodation of rising China are likely to
be very destabilizing in the longer run.36

2. Assertive U.S. Leadership. At the other extreme is an assertive and uni-
lateral U.S. posture on salient trade, human rights, and/or security issues in
Asia. This approach could involve strident U.S. advocacy of democracy,
strong retaliation against Asian trading practices deemed unfair by the
United States, and unilateral military actions to protect U.S. interests in free
passage in such sensitive areas as the Strait of Malacca or in opposition to
weapons proliferation by U.S. adversaries. Meanwhile, the danger posed by
China’s military buildup could be met by prominent U.S. countermeasures
including an overt American arms race involving the buildup of U.S. forces
in Asia and other strong U.S. military preparations designed to meet the
Chinese challenge in the Taiwan area or elsewhere.

Alternative outcomes 1 and 2 would result in major and probably dis-
ruptive changes in the prevailing order in Asia; they would force many
Asian powers that have relied on the security and economic support pro-

98 Robert Sutter



vided by the United States to seek their interests in a much more uncertain
regional environment; and they would undermine U.S. interests in preserv-
ing a favorable balance of power and smooth economic access to Asia.

3. Continued Drift. This alternative would involve a continuation of the
largely reactive U.S. stance in the region seen in recent years. U.S. leader-
ship would be sustained in large measure because of prevailing strengths
of the United States in the region and the unwillingness or inability of
others to bear the risks, costs, and commitments undertaken by the
United States. However, U.S. leadership would remain preoccupied with
problems in the Middle East and elsewhere. It would be unwilling or un-
able to translate the U.S. position of power into a position of authority.
The generally passive U.S. approach seen in recent years would continue
to miss opportunities to establish organizations and norms supporting
U.S. security, economic, and political interests in Asia. Emerging issues
like growing Asian multilateralism, energy security, and climate change
would see the United States playing catch-up rather than leading toward
constructive outcomes.

4. Consultative Engagement. This alternative would involve much greater
U.S. attention to Asian affairs. U.S. leaders would endeavor to use U.S.
power and leadership in close consultation with Asian governments in or-
der to establish behaviors and institutions in line with long-standing U.S.
interests.37 Listening to and accommodating wherever possible the con-
cerns of Asian governments would help to ensure that decisions reached
would have ample support in the region. Changing the prevailing U.S. im-
age in Asia from a self-absorbed unilateralist to a thoughtful consensus
builder would increase U.S. ability to lead in ways likely to have construc-
tive results for U.S. interests in the region. This change in image probably
would require some adjustments in U.S. policy in Iraq, the Middle East, and
the broader war on terrorism. A new image and a proactive approach would
allow the United States to take the lead on the wide range of existing issues
as well as newly emerging concerns of the governments and peoples of Asia.

In sum, an important message of this assessment for policymakers in the
new U.S. government who take power in 2009 is that the United States re-
mains in a strong position in Asia. U.S. policymakers should not be swayed
by various charges of U.S. decline in Asia and should avoid precipitous ac-
tion in response. Steady U.S. efforts involving much closer attention to
Asian governments and accommodation of their concerns, along with re-
forms in U.S. policy toward Iraq and the war on terror, will allow the United
States to translate its existing power into greater authority and to establish
norms and institutions beneficial for U.S. security, economic, and political
interests.
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The EU is already a major economic player in Asia, and we are now be-
coming a political actor too.

—Javier Solana1

Looking back at fifty years of successful economic and political integration,
the European Union (EU) and its member states are the natural partners of
an Asian region that seeks to develop a regional system that transcends the
perceptions, concepts, and behavior patterns of the Cold War. Since signing
the Treaty of Rome in 1957, which established the European Economic
Community, Europeans are aggregating experience and developing institu-
tions that allow for regional integration and, depending on the policy field,
the transfer of sovereignty to supranational institutions. Because of its suc-
cess, the EU has become a source of inspiration and a reference for regional
organizations, especially in Asia. The Association of Southeast Asian Na-
tions (ASEAN) exemplifies this development—however not to the same ex-
tent as the EU. The ten Southeast Asian member countries emphasize the
importance of their national sovereignty. Yet they simultaneously aim to
deepen their cooperation and integration, for example, by an ASEAN char-
ter that gives the organization a legal personality.

Relations between Europe and Asia date back to the times of the Roman
Empire.2 The colonial legacy of Europe in Asia became an issue in the mid-
dle of the 1990s when Asian and European governments and the EU started
to cooperate interregionally. Asians underlined that a so-called senior-jun-
ior relationship belonged to the past. Against the colonial history in which
European countries like the UK, France, or the Netherlands ruled large parts
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of Asia, the interaction between Europe and Asia after the end of the Cold
War, and in light of the economic development in large parts of Asia, trans-
formed itself from being “based on ‘aid and trade’ towards the recognition
of the importance of a fast developing Asia for the EU.”3 Europe’s new in-
terest in Asia resulted from the economic developments in the region, par-
ticularly from China’s economic modernization. In terms of hard security
the Europeans had no vital interests.

The above-quoted statement by the high representative for the Common
Foreign and Security Policy (CFSP) Javier Solana highlights the evolution-
ary change in the Europeans’ approach toward Asia. It raises the question of
how far the European interest in Asia corresponds with Europe’s actual
presence and engagement in the Asian region, which accounts for one-fifth
of all EU exports. Asia is the EU’s third-largest regional trading partner after
the European neighborhood and NAFTA.4 In order to analyze the relation-
ship between Europe and Asia, this chapter will focus on relations between
the EU and Asia nationally, institutionally, and regionally.5 It will discuss
the relations between countries as well as between regional actors and,
when appropriate, the role and policies of individual EU member states.

In the 1990s most European observers of Asian affairs agreed on the
growing importance of Asia. Europe, however, was looking to the West. The
transatlantic relationship mainly defined Europe’s view of the world as well
as its foreign policy–making priorities. In economic, political, security, and
cultural respects, the United States was the primary partner and ally. This is
changing. We still do not know to which degree the rise of China and India
and the related developments in the Asian regional architecture will impact
the global pattern and distribution of power. It is, however, the general un-
derstanding of European decision makers at the end of the first decade of
the twenty-first century that Europe’s future will increasingly depend on
competition and cooperation with the newly emerging Asian powers.6 If
one does not perceive international relations as a zero-sum game, the ques-
tion of how the relationship between Europe, Asia, and the United States
can be managed or governed is of paramount importance. What has be-
come clear in recent years is that the EU has become an increasingly active
actor in Asia.

THE EU AS AN ACTOR IN ASIA

The EU, EU member states, and even national political parties are develop-
ing strategies and policies that deal with the changes in Asia.7 However, the
reactions to date remain incoherent. No real European Asia strategy exists
because the EU is, unlike a nation-state, an incomplete and evolving global
political actor. Only in the area of trade have the twenty-seven member

Europe in Asia 105



states successfully overcome the coherence and consistency problem by es-
tablishing a supranational foreign trade policy. The EU’s foreign and secu-
rity policy is still based on intergovernmentalism.

Though member states of the EU agreed to share national sovereignty and
created supranational institutions and political actors like the European
Commission (EC), the Council of the European Union (or the EU Council),
and the European Parliament, the EU’s instrumentalism is limited. Because of
prevailing national interests of its twenty-seven member states, the resulting
coherence problem limits the EU’s capacity to act internationally.8 While it is
expected that the EU’s external policies will become more coherent once the
Lisbon Treaty is ratified, the EU’s relations with Asia need to be differentiated
between the supranational and the national foreign policy levels. The result-
ing European approach to Asia sets Europe’s policies apart from other exter-
nal actors’ policies in Asia. Against this background, several levels of interac-
tion between “Europe” and “Asia” can be differentiated, namely (1) relations
between EU member states and individual Asian countries, for example, be-
tween Germany and China; (2) relations between the EU and individual
Asian countries, for example, the EU and India; (3) interregional relations be-
tween the EU and a specific group of Asian countries, for example, the
ASEAN-EU dialogue or the Asia-Europe Meeting (ASEM).

FOREIGN POLITICS WITH EU CHARACTERISTICS

The specific institutional structure of the EU is mirrored in its relations with
Asia—the most decisive element being the intrinsic tendency of Europeans
to support region-building and community-building processes in Asia. In
this respect, the EC in Brussels is the most forceful actor of regionalizing the
European engagement in Asia. The EC uses political dialogues, cooperation
programs with developing countries,9 and humanitarian assistance as in-
struments in its interaction with Asian actors.

Within this context the EU has chosen a policy path that, by its own ac-
count, differs from containment or balance of power strategies. It aims to
strengthen regional cooperation and the promotion of a rules-based inter-
national system.10 According to Javier Solana, the EU’s foreign policy vis-à-
vis Asia follows a “vision in which a system of global governance, with re-
gional structures as its cornerstones effectively addresses trans-regional
problems.”11 This approach to international relations and the correspon-
ding policy to support the development of regional structures in Asia differs
from the United States inasmuch as that the EU facilitates the development
of regional institutions in Asia even if the United States is excluded.12 Ger-
many’s chancellor Angela Merkel told a Chinese audience that she believes
that the future will belong to regional cooperation. “In order to be success-
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ful,” she argued, “Germany needs to play its role in Europe and China
needs to play its role in the Asian region.”13

The EU’s policies vis-à-vis Asia are based on the premise that the cooper-
ative experience of Europe can and should become part of Asian region-
building processes.14 The policy of the EU toward Asia is a multilevel en-
gagement policy. It combines bilateral and multilateral approaches. Besides
interaction on the bilateral level, the EU and its member states seek to de-
velop their relations in multilateral forums like the ASEAN Regional Forum
(ARF) or within the Asia-Europe Meeting (ASEM) process. Since March
2007 the EU is also an observer of the South Asia Association for Regional
Cooperation (SAARC) and has started to interregionalize its relations with
the five Central Asian republics. The assumption that institution building
on the intraregional and interregional level will facilitate shaping the con-
text for future policy choices when interacting with Asian actors is an in-
herent element of this approach.

EVOLUTION OF EU-ASIA POLICIES

The Europeans rediscovered Asia in the beginning of the 1990s. After the
German government had presented its Asienkonzept in 1993, the EC pro-
duced its first strategy for Asia under the title “Towards a New Asia Strategy”
a year later. It was followed in September 2001 by a new document that for-
mulated the following objective as a priority in EU-Asia relations: “We must
focus on strengthening the EU’s political and economic presence across the
region, and raising this to a level commensurate with the growing global
weight of an enlarged EU.”15 The EC identified six objectives on which the
new strategy was to focus:

1. the contribution to peace and security in the region;
2. to increase trade and investment flows;
3. to support the development of poverty-stricken Asian countries;
4. to facilitate the spread of democracy, good governance, and the rule of

law, especially in China;
5. to cooperate with Asian countries in international forums on security

and global environmental issues, including terrorism, migration, and
climate change;

6. to further the awareness of Europe in Asia.

According to the latest Asia Regional Strategy Paper covering the years
2007–2013, regional cooperation will prioritize three areas: (1) the support
to regional integration; (2) policy and know-how based cooperation; and
(3) the support to uprooted people.16
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The EU’s interaction with Asia continues to grow and so does the rela-
tionship between the EU’s internal and external security and its implica-
tions for the development of Europe-Asian relations. With regard to the on-
going European participation in the international military and civilian
engagement in Afghanistan this is obvious. But Europe’s security interests
in Asia are geographically not restricted to the Himalayas. In this context
the German defense minister argued during the 2007 IISS Shangri-La Dia-
logue in Singapore that the future lies in the “establishment of a coopera-
tive system of alliances and partnerships . . . for instance also between Eu-
rope and Asia.”17 Such a development would add a yet not existing security
dimension to the European engagement in Asia. What is more the state-
ment is indicative of the EU’s interest to further expand its security focus be-
yond the EU and its neighborhood as expressed in the European Security
Strategy of 2003.

A COMMON EUROPEAN FOREIGN POLICY

The EU started to engage with Asia via its European Security and Defence
Policy (ESDP), which is part of the Common Foreign and Security Policy
(CFSP). The first ever ESDP operation in Asia has been the Aceh Monitor-
ing Mission (AMM) in Indonesia. A second ESDP operation is the deploy-
ment of a small-scale police force in Afghanistan in June 2007. The only se-
curity agreement in which solely European and Asian state actors are
involved is the Five Power Defence Agreement of 1971, which brings to-
gether the UK, Malaysia, Singapore, Australia, and New Zealand. Because of
the underdeveloped cooperation between Europe and Asia in the security
realm, observers have argued for an increase of security cooperation, for ex-
ample in the area of maritime security and non-traditional threats.18 Vis-à-
vis important security issues in the Asian theater, the EU and its member
states have not yet developed a coherent and consolidated position or pol-
icy on Asian security.

A case in point is Taiwan.19 In this respect Europe’s relations with Taiwan
mirror the European approach to Asia: economic interaction without a
comprehensive and responsible political engagement. In view of this deficit
and the need for a “more developed, coherent and focussed foreign and se-
curity policy in East Asia,” the Council of the European Union in Decem-
ber 2007 approved, for the first time, “Guidelines on the EU’s Foreign and
Security Policy in East Asia.”

Although the institutional effectiveness of the EU is limited, the Euro-
peans are actively supporting conflict resolution in the region. For example,
the EC supports the Aceh Peace Process and spends 40 mn. on mediation,
the monitoring of the peace agreement, an EU Election Observation Mis-

C––

108 Sebastian Bersick



sion, reintegration of ex-combatants, and the implementation of a Memo-
randum of Understanding.20 With regard to Sri Lanka, the EU was one of
the four co-chairs of the Tokyo Conference on the Reconstruction and De-
velopment of Sri Lanka. Furthermore, the EU deployed four Electoral Ob-
servation Missions to the South Asian country (2000, 2001, 2004, and
2005) and participated in the Sri Lanka Monitoring Mission (SLMM) to ob-
serve the cease-fire of 2002.21 Timor-Leste is another example as the former
colonial power Portugal takes a strong interest in the development and se-
curity of the country and offers financial support as well as human capital
to the UN mission to the small Southeast Asian state.22

As a result of the increasing importance of Asia, the EU has decided to ex-
tend its relations with Asia into a new strategic partnership that shall be
based on an enhanced political dialogue and trade relationship as well as
on a sustainable development cooperation partnership.23

EUROPE’S STRATEGIC PARTNERSHIPS IN ASIA

In its security strategy the EU underlines the need to pursue its objectives
“through partnerships with key actors.” The EU established and is develop-
ing strategic partnerships with individual countries—namely, the United
States, Canada, Russia, Japan, China, India, Brazil, and South Africa.24 The
establishment of strategic partnerships with India, Japan, and China has al-
ready been a strong indicator for the prioritized relations with Asia. Re-
cently also the relations between the two regions Asia and Europe have
been, for the first time, officially depicted as a “strategic partnership.”25

CHINA

Over the course of the last ten years the relations between the EU and the
People’s Republic of China have changed significantly. Annual summits
take place, a strategic partnership has been established, the EU is China’s
largest export market, and China is Europe’s largest source of imports. Ac-
cording to the EU, its relations with China are “increasingly focused on ad-
dressing global affairs” as China “plays a key role in response to these is-
sues.”26 Four aims are central to the EU’s China policy, which are outlined
in the EU’s “Country Strategy Paper on China, 2002–2006”:

1. The further engagement of China on the world stage through an up-
graded political dialogue;

2. “To support China’s transition to an open society based upon the rule
of law and respect for human rights”;
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3. The encouragement of China’s integration into the world economy
and support of the continuing social and economic reform in China;

4. “To raise the EU’s profile in China.”27

In October 2006 the EC released two new documents on EU-China rela-
tions. The titles, “Closer Partners, Growing Responsibilities” and “Compe-
tition and Partnership,” are indicative of a policy change on the European
side. It is now the EU’s objective that “China meets its WTO obligations and
continues to liberalize access to its good, services, investment and public
procurement markets.” Furthermore, the EU will seek an end of forced tech-
nology transfers and a “tougher protection of Intellectual Property Rights
(IPR).” It is in this context that the Council of Ministers has stated in its
adopted conclusions in December 2006 that the adjustment to the “com-
petitive challenge and driving a fair bargain with China will be the central
challenge of EU trade policy.” The council’s conclusions emphasized that
for the comprehensive strategic partnership to “develop to its full potential,
it must be balanced, reciprocal and mutually beneficial.”28 The demanding
character of the documents,29 and the underlying potential for conflict, be-
came openly apparent during the 10th EU-China Summit in November
2007, when a Joint Statement could not be agreed on in due time.

The EU and China interact in a dense institutional framework. The cur-
rent architecture of EU-China relations entails the political dialogue, eco-
nomic relations and twenty-seven sectoral dialogues, the EC-China devel-
opment cooperation program, and the sectoral agreements and policy
dialogues. Furthermore, the EU and China started to negotiate a new Part-
nership and Cooperation Agreement (PCA) in January 2007. A key objec-
tive for the EU is to acquire better access to the Chinese market for Euro-
pean exporters and investors going beyond WTO commitments. The EU
stresses that the PCA will encompass the full scope of the EU-China bilat-
eral relationship, including enhanced cooperation in political matters. In
addition the PCA will contain a clause on human rights.30 The clause is to
cover issues related to democratic principles and fundamental human
rights.31 It is an objective of the EU to lay the foundation for so-called en-
hanced cooperation under the agreement. This shall include enforcement
and improvement of environmental (including climate change mitigation),
social, labor, and safety standards. On the trade side the agreement shall
“cover important issues for both sides such as IPR, investment, non tariff
trade barriers, capital movements, sustainable trade and natural resources
and competition.”32

An example of the increasingly conflict-laden relationship is the Chinese
trade surplus that creates rising protectionist pressures on the European
side. Whereas the EU enjoyed a trade surplus with China at the beginning
of the 1980s, trade relations are now characterized by a widening EU deficit
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with China. This represents the EU’s largest bilateral trade deficit. Trade
commissioner Peter Mandelson stated that EU-China relations are “at a
crossroads” and that the EU could consider the usage of defense instru-
ments to guard against Chinese market access barriers. Against this back-
ground, senior Chinese “Europe hands” blame the EU of “egoisms in eco-
nomic relations.”33

Another issue area that continues to impact negatively on EU-China re-
lations is the continuing European arms embargo against China. From a
Chinese perspective it symbolizes the inability and unwillingness of the EU
and its member states to act as a responsible and equal partner. Chinese of-
ficials, diplomats, cadres, and military personnel alike underscore that the
unsolved issue hampers the development of a strategic partnership. In this
context, the new “Guidelines on the EU’s Foreign and Security Policy in East
Asia” are an important document as they demonstrate the EU’s change of
position. In a highly defensive manner the document recommends that the
EU should “in consultation with all partners, deepen its understanding of
the military balance affecting the cross-strait situation . . . and factor that as-
sessment into the way that Member States apply the Code of Conduct in re-
lation to their exports to the region of strategic and military items.”34

Though the EU-China “strategic partnership” is not strategic in the mili-
tary sense, the issue of lifting the European arms embargo against China
shows that hard security issues have entered EU-Asia affairs. What is more,
instead of pushing for an early lifting of the embargo, the EU has taken a
much more cautious approach—while reacting to severe criticism of the
United States as well as Japan.

India

Europe is India’s major trade partner. In 2006 the EU accounted for
19.2 percent of the subcontinent’s trade, followed by the United States
(10.4 percent) and China (8.3 percent). A total of 1.8 percent of the EU’s
trade with the world is exchanged with India.35 Institutional relations be-
tween the EU and India are based on the 1994 Cooperation Agreement
and the Joint Political Declaration of 1993. In June 2004 the EC suggested
establishing an EU-India Strategic Partnership. In October 2007 the EU
Council adopted its conclusions on the EU-India Strategic Partnership
and supported the elaboration of an EU-India Action Plan and a new
Joint EU-India Political Declaration. The Joint EU-India Political Declara-
tion was endorsed at the Sixth EU-India Summit in New Delhi.36 Both
sides commit themselves to a strengthened dialogue as strategic partners.
According to the European Commission, the main priority for the EU-In-
dia Strategic Partnership must be the promotion of peace, security, and
democracy in the world by using the partnership to improve international
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cooperation, strengthen the economic partnership, reform development
cooperation, and deepen mutual understanding. The implementation
asks for a strategic and comprehensive approach that can happen on the
level of multilateral, bilateral, and regional cooperation. The latter shall
facilitate regional cooperation to encourage economic development and
trade among development countries and aims at, inter alia, the negotia-
tion of a Cooperation Agreement with SAARC.37

The Joint Action Plan of September 2005 spells out the content of the EU-
India Strategic Partnership, which aims to strengthen consultation mecha-
nisms, deepen the political dialogue, connect the peoples and cultures, en-
hance the economic policy dialogue and cooperation, as well as develop
trade and investment. The document lists 124 action points that range from
the dialogue on human rights, the exchange of instructors between Peace-
keeping Training Centres of EU member states and India, the establishment
of contacts between EU and Indian Counter Terrorism Coordinators, the es-
tablishment of a Working Group on Food Processing Industries, and the
launch of an India-EU Initiative on Clean Development and Climate
Change to the participation of India in the Galileo satellite navigation sys-
tems through the conclusion of a framework agreement.

As India and the EU share common values and a commitment to de-
mocracy, the rule of law, human rights, and pluralism, both actors regard
themselves as “natural partners” that contribute to global stability.38

Japan

As a result of a common normative understanding in terms of shared val-
ues (such as freedom, democracy, and the rule of law), the EU regards Japan
as its “closest partner” in East Asia.39 The Japanese government stresses the
cooperation in the areas of IPR, energy, climate change, and security in East
Asia and Central Asia as examples of the EU-Japan strategic partnership.40

In terms of the commercial and trade relationship, Japan ranked as the fifth
major partner of the EU (4.8 percent) in 2006. The EU is Japan’s third trade
partner (13.2 percent) after the United States (18.7 percent) and China
(18.2 percent).41

The main areas of EU-Japan cooperation cover political as well as eco-
nomic relations and sectoral cooperation.42 The bilateral relationship is
legally based on a Joint Declaration from 1991 and the Action Plan for EU-
Japan Cooperation from 2001, which covers a ten-year period. The Action
Plan consists of four basic objectives: the promotion of peace and security,
the strengthening of economic and trade links, “coping with global and so-
cietal challenges,” as well as the forging of people-to-people and cultural
ties. Besides the annual EU-Japan summits the institutional mechanism in-
cludes twice-yearly meetings between the EU Troika at foreign ministers’
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level and the Japanese minister of foreign affairs, meetings of senior offi-
cials, as well as expert-level political dialogue meetings between the EU
Troika and Japanese officials on a range of thematic issues (e.g., the Middle
East, non-proliferation, UN affairs).

Since September 2005, a Japan-EU Dialogue on the East Asian Security
Environment has been institutionalized. Furthermore, a similar dialogue
between the EU and Japan on Central Asia was first held in July 2006.
Against the background of the EU’s intention to lift the EU arms embargo
against China, the Japanese government has criticized the EU for a lack of
understanding of the “security situation in the region” and for regarding
East Asia mainly as an economic market.43 During the 16th EU-Japan Sum-
mit in June 2007, global issues (climate change, energy security, the Doha
Development Round, IPR) and international issues (North Korea, China,
Russia, Afghanistan, and Iran) were the main topics. While the leaders
adopted the EU-Japan Action Plan on IPR Protection and Enforcement and
welcomed the initialing of the EC-Japan Agreement on Customs Coopera-
tion and Mutual Assistance, Japan again reiterated its opposition to the lift
of the embargo while welcoming the EU’s “constructive contributions to
the regional political architecture in Asia-Pacific” in the context of the ARF,
EU-ASEAN relations, and the ASEM process.44

Overall, the quality of the strategic partnerships differs significantly—as
the EU, India, and Japan share democratic values. This is not the case with
regard to the EU-China strategic partnership. However, as the European
Commission demands that the normative foundation of the EU-China
partnership has to be “based on our [European] values,”45 the EU also pro-
motes regional cooperation within Southeast Asia and between China and
its regional neighbors.

Multilateral Policies

In addition to the bilateral relations between the EU and its member
states and their Asian counterparts, Europeans and Asians also interact in
multilateral forums. One important dimension of multilateral interaction
takes place on the interregional level. The EU and Asia are connected via
two main interregional processes—namely the EU-ASEAN dialogue and the
ASEM process. The Europeans have been facilitating ASEAN’s intraregional
cooperation during the last thirty years of joint official EU-ASEAN relations.
This policy is being complemented by the ASEM process in which the Eu-
ropean side cooperates with Southeast Asian, Northeast Asian, and South
Asian actors. In so doing, the EU and its member states had, in the middle
of the 1990s, responded positively to the interest of ASEAN countries to en-
gage China. It was particularly the Singaporean government that promoted
this concept. The idea to form a new Asian regional grouping that would
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cooperate with European counterparts interregionally formed the concep-
tual framework of this approach. In a recent policy initiative the EU started
to also interregionalize its relations with the five Central Asian republics.
Apart from these interregional processes the EU is also a member of the ARF
and intends to participate in the East Asia Summit (EAS). France and the
UK are, so far, the two EU member states who seek to participate in the EAS
as well.

The ASEAN-EU Dialogue

During the last three years the EU stepped up its activities in Southeast
Asian affairs. Not only have European and ASEAN countries successfully
shaped and taken part in the Aceh Monitoring Mission in Indonesia, the
growing importance that the EU attaches to the Southeast Asian region is
demonstrated by the fact that the Europeans intend to accede to the Treaty
of Amity and Cooperation in Southeast Asia (TAC), to negotiate Partner-
ship and Cooperation Agreements with individual ASEAN countries, and
to pursue a region-to-region Free Trade Agreement (FTA) with the ASEAN
countries.

The 2007 ASEAN-EU Ministerial Meeting in Nuremberg, Germany, also
saw the commitment of both sides to further enhance their relationship in
the areas of political and security, economic, socio-cultural, and develop-
ment cooperation as well as in the field of energy security and climate
change. EU officials emphasized that it provided the relationship with a
new dynamic as it enlarged the EU-ASEAN agenda beyond economic, trade,
and development issues by agreeing to intensify political and security co-
operation.46 The conference participants in Nuremberg agreed on more in-
tense cooperation in the spheres of climate policy, energy security, and the
fight against terrorism. As a result a Plan of Action was agreed on that shall
serve as a “master plan” to enhance EU-ASEAN relations and shall support
the integration of ASEAN.47 This is supposed to transform the EU-ASEAN
dialogue into “a cornerstone for the strategic partnership between Asia and
Europe.”48 In the light of China’s and India’s growing integration into the
world economy and its implications for the development of a new regional
and global order—both in economic and political respects—the EU em-
phasizes the increasing importance for a continuing and accelerating inte-
gration process among ASEAN countries.49

Ultimately, however, the successful implementation of the Plan of Action,
and thus the quality of the cooperation that was proclaimed in Nuremberg,
will depend on the ability of the ASEAN countries to successfully imple-
ment their declared community-building goals. ASEAN governments have
resolved to establish a community by 2015 that will be based on three pil-
lars—namely, security policy, economic policy, and socio-cultural policy. In
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their integration efforts the ASEAN countries are increasingly orienting
themselves toward the EU.

The ASEM Process

The Asia-Europe Meeting (ASEM) was established in 1996 to offer heads
of state and government from Europe and Asia a platform for a free and in-
formal exchange of views and to allow for cooperation on an equal basis
and in consensus in order to develop common ground and common inter-
ests. Its members now generate 50 percent of the world’s GDP, represent 58
percent of the world population, and are responsible for 60 percent of
world trade. Since its foundation, ASEM has evolved into the central plat-
form for interregional cooperation between Asia and Europe. In addition to
the biannual summits, meetings also take place at minister and civil servant
levels. The content of the consultations and projects ranges from the fight
against terrorism or the facilitation of trade and investment to the discus-
sion of issues of faith and religion or social policy.50

The comparative advantage of the ASEM process lies in the very openness
of the rules, principles, and norms that the Asian governments and the EU
have developed.51 ASEM is an institution that generates and manages inter-
dependencies in a globalizing world. The ASEM process demonstrates the
demand for governance on the inter- and intraregional level of the interna-
tional system. This demand has increased across the board in the first
decade of ASEM’s existence. It is the distinctive feature of the process that
ASEM partners meet as part of their respective region. Cooperation within
ASEM comprises various levels. Besides multilateral efforts they increasingly
engage in bilateral state-to-state cooperation. Consequently, two processes
of interregional cooperation can be identified: first, bilateral cooperation,
second, cooperation between two collective actors (EU and Asia). In order
to facilitate the former function, both regions are represented through co-
ordinators. By applying the region-to-region formula Asian actors can for-
mulate and develop common positions and interests. Therefore, the Asian
ASEM region is not only defined by geographical criteria but also by func-
tional criteria.

Central Asia

The five Central Asian republics Kazakhstan, Kyrgyzstan, Tajikistan, Turk-
menistan, and Uzbekistan are members of the Organization for Security
and Cooperation in Europe (OSCE). Europeans and the five republics thus
nominally share the values and norms of an organization that, under the
name of the Conference for Security and Cooperation in Europe, played a
pivotal role in overcoming the Cold War.
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Within the Technical Assistance for the Commonwealth of Independent
States (TACIS) program the EU supports the transition process of the five re-
publics toward market economies and democratic societies. After autumn
2001 the Europeans had deepened relations with the countries in view of
the increasing awareness of the geopolitical importance of Central Asia.52

The EU intends to further increase its interaction with the five countries and
adopted a first strategy in June 2007.53 Its core objective is to contribute to
peace, democracy, and prosperity in Central Asia. The document names the
promotion of security and stability as “strategic interests” of the Europeans
in the region because: (1) strategic, economic, and political developments
in the region “impact directly or indirectly on EU interests”; (2) the EU and
Central Asia are “moving closer” because of, for example, the EU enlarge-
ment; and (3) “Significant energy resources in Central Asia and the region’s
aim to diversify trade partners and supply routes can help meet EU energy
security and supply needs.”

The strategy document differentiates between bilateral and regional co-
operation, and the EU will support the regional cooperation among the five
countries and between the Central Asian republics and other regions. Sev-
enty percent of the 750 million that has been earmarked in the period
2007–2013 for development assistance to Central Asia will be used for bi-
lateral support programs of which the fight against poverty remains the
highest priority. Thirty percent will be spent to support closer economic co-
operation within Central Asia, as well as between Central Asia, Southern
Caucasia, and the EU.

The underlying geopolitical considerations of the strategy have been
voiced by the then German EU Council presidency. Accordingly, the Euro-
peans “have some catching up to do” as countries like Russia, China, Japan,
Turkey, and the United States are “very present” in the region.54 The EU
hopes that the oil and gas reserves in the region will contribute to the di-
versification of its energy imports. Competition for the energy resources of
Central Asia is one important explanation for the political will of the EU to
increase its presence in Central Asia.55 European actors know that especially
Russia and China have a strategic advantage in the region that results, inter
alia, from the similarities of their political systems and the willingness to
support the countries without political conditions. In the light of this struc-
tural power deficit, the overall approach of the EU aims at promoting the
political as well as economic transformation and modernization of the re-
gion in order to overcome the political and institutional differences be-
tween the EU and the five republics. For this reason, the EU supports re-
gional cooperation in Central Asia. The approach is based on the belief in
the socializing power of cooperative diplomacy and negotiations between
Europe and Central Asia—even though the actors involved “do not share a
common normative basis.”56
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EUROPE AND THE NEW REGIONAL SYSTEM IN ASIA

While the EU’s relationship with Asia is becoming ever more complex, the
EU’s approach to the region is driven by the understanding that a new bal-
ance needs to be found between the Westphalian order in which Asia still
lives and the post-Westphalian order that the Europeans have successfully
constructed during the last fifty years.

During the last five years the Europeans have sought to strengthen their
bilateral relations with China, India, and Japan by establishing strategic
partnerships. Though no strategic partnership exists with the Republic of
Korea, a Free Trade Agreement (FTA) is currently being negotiated between
the EU and ROK. The EU is furthermore deepening its bilateral relations
with the two emerging countries by negotiating a PCA with China since Jan-
uary 2007 and an EU-India FTA. In addition, the EU is upgrading its inter-
regional relations with ASEAN and its involvement in the ARF. Furthermore,
the EU is reaching out to old and new regional cooperation mechanisms
like SAARC and the East Asia Summit while engaging further in the ASEM
process and developing its presence in Central Asia by implementing an in-
terregional strategy for the Central Asian region. Europe is thus increasingly
reacting to the evolution of a new regional architecture in Asia. In response
to China’s and India’s economic development and the corresponding in-
crease of regional and global political influence, the Europeans have devel-
oped a two-tier engagement strategy toward the Asian region, which com-
bines bilateral and multilateral policies. This approach sets the European
policy vis-à-vis Asia apart from the United States’. The EU as a global actor
in Asia combines bilateral cooperation with an active support of regional
cooperation and integration in Asia.

From the mid-1990s onward, the EU facilitated region- and community-
building processes among East Asian state actors. Via the ASEM process, the
EU even actively supported the integration of China into an informal re-
gional institution that excluded the United States. Although Washington at
first firmly opposed the idea of a meeting between Europe and Asia, be-
cause it mirrored the concept of an East Asian trading bloc that had been
tabled by the Malaysian prime minister Mahathir in the early 1990s, the
U.S. government finally agreed to the interregional formula. For the first
time the three Northeast Asian countries—China, Japan, and South Ko-
rea—and the ASEAN countries cooperated in a common institution. This
development facilitated the institutionalization of the ASEAN � 3 mecha-
nism.57 The underlying strategy of the ASEAN countries was to engage
China in an Asia-centered forum. Within this context the EU perceives East
Asia as a potential community. EU relations with ASEAN and the individ-
ual ASEAN states should therefore always be seen in the context of ASEAN’s
role and significance for the development of a new regional system in Asia.
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From the European point of view, the strategic function of the ASEAN-EU
dialogue and the ASEM process vis-à-vis the ongoing development of a new
regional architecture in East Asia lies in their ability to facilitate shaping the
context for future policy choices in ways according to the EU’s strategic in-
terests in East Asia.58

Against this background, the EU’s relations with China differ from its re-
lations with India and Japan. While following its economic interests, Eu-
rope’s policy toward China aims to facilitate the transformation of the Chi-
nese political system toward a more democratic form of governance. It is a
specific element of this approach that it combines bilateral cooperation
with the support for regional cooperation in Asia. A parallel approach can
be identified within the EU’s policies toward Central Asia. While the EU fol-
lows, for example, its energy security–related interests in the region, it in-
tends to further the transformation of the political systems through the sup-
port of regional and interregional policies.

The changing pattern of the EU-China relationship led to different as-
sessments of the actors’ underlying intentions and the future development
of the interaction. While David Shambaugh once characterized the relations
between the EU and China as an “emerging axis,”59 it has been emphasized
as well that the EU and China are foremost bargaining over interests be-
cause they cannot afford the opportunity costs of balancing against the
United States.60

The China arms embargo issue symbolizes the current nature and the
limits of the EU-China strategic partnership. It is strategic as the actors share
the interest to further institutionalize their cooperation in order to manage
the increasing interdependence between them in an increasing amount of
policy fields on all the different levels of their interaction. This is an evolu-
tionary strategy and the ongoing negotiation of a PCA can become an im-
portant milestone of this incremental approach. At the same time, EU-
China relations are still a “secondary relationship,”61 as the specifics of the
Chinese political system hinder the EU to develop the relations in a way as
comprehensive as Chinese interests would have it.62 Though value-related
issues do currently demarcate the limits of the scope and depth of the rela-
tions between China and the EU and its member states, the underlying logic
of the Europeans’ bilateral and multilateral policies toward the Asian region
nevertheless aims at facilitating cooperation within the region. In that sense
the EU is neither pursuing a containment strategy nor a balancing strategy
with regard to the development of a new regional system in Asia. Instead
Europeans are convinced that regional integration and interregional coop-
eration are important instruments in promoting their economic interests
vis-à-vis Asia as well as their interest in a stable regional security environ-
ment in Asia.
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After decades of exerting only modest influence in Asia, China is now a
much more active and important regional actor. Economic reforms and
China’s subsequent integration into regional and global production net-
works have produced three decades of rapid economic growth that has dra-
matically increased China’s national power. China’s regional security strat-
egy and a range of diplomatic, military, and economic assurance measures
have had a significant impact in easing Asian concerns about a strong
China. Several recent studies confirm that Asian views about China have
generally shifted from viewing China as a threat to viewing China as an op-
portunity, although Japan is an exception to this trend.1 To some degree,
this reflects an accommodation to a reality that smaller Asian states are
powerless to change. Nevertheless, the shift from the anti-China sentiment
prevalent a decade ago is an indicator of the success of China’s Asia policy.
As Robert Sutter has pointed out, it is difficult to assess the degree to which
Chinese influence in Asia has actually increased because China has not
asked Asian states to take costly actions that are against their interests.2

This chapter examines China’s regional strategy and the sources of Chi-
nese influence, considers how China might use its growing power in the fu-
ture, and assesses how other Asian and global powers are likely to respond
to a more powerful and more influential China. It also examines compet-
ing theoretical perspectives on China’s international behavior, likely impli-
cations if current trends continue, and potential developments that might
alter China’s regional policy. This chapter argues that China’s reassurance
strategy has been remarkably successful in preserving a stable regional en-
vironment and persuading its neighbors to view China as an opportunity
rather than a threat. However, despite China’s restrained and constructive
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regional behavior over the last decade, significant concerns remain about
how a stronger and less constrained China might behave in the future.

CHINA’S ASIA STRATEGY

China’s regional strategy derives in part from its global grand strategy.3 The
top domestic concern of Chinese leaders is maintaining political stability
and ensuring the continued rule of the Chinese Communist Party (CCP).
CCP leaders have tried to build new sources of political support by raising
living standards through rapid economic growth and by appealing to na-
tionalist sentiment.4 Throughout the reform era, Chinese leaders have fo-
cused on maintaining a stable international environment that supports eco-
nomic modernization. This objective requires China to avoid a hostile
relationship with the United States, the dominant power in the current in-
ternational system. Given the high costs of confrontation, Beijing seeks sta-
ble, cooperative relations with Washington. Yet many Chinese elites believe
that the United States seeks to subvert the Chinese political system and to
contain China’s economic and military potential. China therefore seeks to
build positive relationships with current and potential great powers to fa-
cilitate the emergence of a multipolar world order and to deny the United
States the opportunity to construct a coalition to contain China and prevent
its continued rise. By properly managing relations with the United States,
other great powers, and developing countries, Chinese leaders hope to take
advantage of the period of strategic opportunity in the first two decades of
the twenty-first century to build China’s comprehensive national power and
improve China’s international position.

This grand strategy defines the international and domestic context in
which China formulates and pursues its Asia policy. Asia is the most im-
portant region of the world to China in economic, security, and political
terms. It is the most important destination for Chinese exports (taking 45
percent of Chinese exports in 2004) and for Chinese investment (hosting
at least $2.45 billion in Chinese foreign direct investment as of 2005).5

Asia serves as a source of raw materials; the supplier of components, tech-
nology, and management expertise for global production networks oper-
ating in China; and increasingly as a market for finished Chinese prod-
ucts. Asian FDI played a critical role in fueling China’s economic takeoff
and export boom. Much of China’s economic success can be attributed to
the operations of multinational companies that import components from
Asia, assemble goods using Chinese workers, and export the finished
products to markets in the United States, Europe, and elsewhere. Approx-
imately 60 percent of Chinese exports are now produced by foreign-in-
vested enterprises, many of which are based in Asia.6 China has become
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increasingly dependent on oil imported from the Middle East and on sea
lanes of communication to support its trade. Much of this traffic passes
through Asian waters, including through potential choke points such as
the Strait of Malacca.

Geography also makes Asia critically important to China from a security
perspective. China shares land borders with fourteen East Asian, South
Asian, and Central Asian countries. Chinese leaders worry that neighboring
countries could serve as bases for subversion or for military efforts to con-
tain China. This is of particular concern because much of China’s ethnic mi-
nority population, which Chinese leaders view as a potential separatist
threat, lives in sparsely populated border regions. Chinese concerns about
threats posed by “terrorism, separatism, and religious extremism” have
prompted increased efforts at security cooperation with its Central Asian
and South Asian neighbors. China’s unresolved territorial claims are all in
Asia, including claims to the Spratly Islands and the South China Sea, the
Diaoyu/Senkaku Islands and parts of the East China Sea, and China’s claim
to Taiwan. China also worries about the possibility of encirclement and
threats from conventional military forces based on its periphery. In the
1960s, the United States had significant military forces based on Taiwan,
the Philippines, Japan, South Korea, and Thailand, all within striking dis-
tance of Chinese territory. Chinese strategists are highly sensitive to recent
U.S. actions to improve its military power projection capability in the Pa-
cific and the possibility that U.S. alliances in Asia might someday be turned
against China.

Finally, Asia is also an important political environment. It is home to ma-
jor powers such as China, Japan, India, and advanced economies such as
Korea and Singapore. East Asia houses 29 percent of the world’s population
and produces about 19 percent of global GDP.7 If Asia were able to act col-
lectively, it could rival the geopolitical weight of North America and Europe.
Asia has historically lacked the web of regional institutions that produced
economic and security cooperation in Europe and which supported the re-
gional integration process that led to the creation of the European Union.
The political, ethnic, and cultural diversity of the region and the tendency
of Asian states to jealously guard their sovereignty have impeded the cre-
ation of strong regional institutions. However, over the last decade, new re-
gional institutions have emerged to promote regional cooperation between
Asian states in the economic, security, and political domains. A robust set
of non-governmental organizations and people-to-people contacts have
also emerged at the societal level. Some see these processes as promoting
greater regional integration, which would greatly alter the political dynam-
ics in Asia. China has a strong stake in influencing the political evolution of
the region in ways that advance Chinese interests, and in blocking develop-
ments that might work against Chinese goals.
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China’s preferred outcome is a stable environment in Asia that permits
rapid Chinese economic growth to continue and supports a continuing in-
crease in Chinese influence. Many Western analysts believe that China’s ul-
timate (but unstated) goal is to eventually displace the United States as the
dominant power in Asia.8 Many Chinese analysts acknowledge that the U.S.
role in supporting regional stability and protecting sea lanes of communi-
cation makes a significant contribution to regional stability and supports
Chinese interests. The U.S. security alliance with Japan exerts a degree of re-
straint on Tokyo, although Chinese analysts believe this restraining influ-
ence has been reduced in recent years with the transformation of the al-
liance and the gradual lifting of legal constraints on Japanese military
activities. However, the potential for U.S. power and alliances to be turned
against China makes Chinese analysts uneasy at the prospect of an endur-
ing American security role in the region. China disclaims any desire to dom-
inate Asia, declaring that it will never seek hegemony and talking about co-
operation on the basis of equality, mutual respect, and non-interference in
the internal affairs of other nations. But Chinese leaders are also acutely
aware of changing trends in the global and regional balance of power,
which are closely followed by Chinese intelligence agencies and research in-
stitutes.

Chinese leaders are aware that rising Chinese economic and military
power is viewed as a potential threat by other countries in the region.9 This
wariness partly reflects the legacy of China’s earlier support for communist
parties and national liberation movements in Asian countries. Beijing
ended such ideologically based support by the early 1980s, but Asian coun-
tries remain wary of the possibility that China could build relationships
with their ethnic Chinese citizens that undermine their sovereignty. These
latent concerns were aggravated by China’s aggressive efforts to pursue its
territorial claims in the Spratly Islands, including its 1995 seizure and sub-
sequent fortification of Mischief Reef, a small island in the South China Sea
claimed by the Philippines. In late 1995 and March 1996, China alarmed
many in the region by using military exercises (which included live ballis-
tic missile firings in waters near Taiwan) to express its displeasure at the U.S.
decision to permit Taiwan president Lee Teng-hui to visit the United States
and speak at Cornell University. These actions prompted articles highlight-
ing China’s rapid economic growth, continuing military modernization,
and growing nationalism and asking whether China posed a threat to the
Asia-Pacific region.10 Chinese officials and scholars attacked the “China
threat theory” but also recognized the need to address the concerns of their
neighbors. Yet reassurance efforts have been paralleled by continuing in-
creases in military spending (official defense budgets have experienced dou-
ble-digit real annual increases since 1999) and expanding military capabil-
ities that are a source of concern in Asia, especially in Japan.
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China’s dilemma is finding a way to reconcile the rest of Asia to a domi-
nant Chinese regional role without antagonizing the United States or desta-
bilizing the region. This task is complicated by the Taiwan issue, given Bei-
jing’s self-defined “core interest” in preventing Taiwan independence. In the
near term, China’s military modernization is focused on developing capa-
bilities that can deter Taiwan independence (which the People’s Liberation
Army [PLA] has defined as developing capabilities to deter and raise the
costs of U.S. military intervention). Beijing has refused to rule out the use
of force to resolve the Taiwan issue, although it would greatly prefer to re-
solve the issue peacefully. Chinese leaders have tried to compartmentalize
Taiwan as an “internal affair” that has no relevance to People’s Republic of
China (PRC) international behavior, but most countries in Asia (and the
United States) would be highly alarmed if China used force against Taiwan.
China’s military preparations to deal with Taiwan contingencies implicitly
undercut its efforts to reassure the region that it will be responsible in how
it uses its growing military power.

CHINA’S REASSURANCE CAMPAIGN

China has pursued a variety of diplomatic, economic, and military means
to reassure its Asian neighbors that a stronger China will not threaten
their interests. China’s diplomatic efforts in Asia now rest upon a foun-
dation of well-trained and capable diplomats who are able to convey Chi-
nese messages effectively.11 The content of China’s diplomatic messages
has also changed to have more appeal in Asia. In 1997–1998 China ad-
vanced the “New Security Concept,” a reformulation of its five principles
of peaceful coexistence that called for mutually beneficial cooperation on
the basis of equality, mutual respect, non-interference in the internal af-
fairs of other countries, and resolution of conflicts through dialogue.12

This concept meshed reasonably well with the principles and preferred
methods of operation of the Association of Southeast Asian Nations
(ASEAN) states.13 (The so-called ASEAN Way emphasizes decision making
by consensus, respect for national sovereignty, non-interference in inter-
nal affairs, and a gradual pace to security cooperation.) Chinese pledges
of non-interference and respect for sovereignty provide assurances that
Beijing will not support separatist groups or intervene on behalf of ethnic
Chinese outside its borders.

China has sought to reassure ASEAN states by engaging and negotiating
with them on a multilateral basis, forgoing the bargaining advantages that
the stronger country enjoys in bilateral negotiations. Beijing’s willingness to
negotiate in the “ASEAN � China” framework offered some reassurance
that China would not pursue a “divide and conquer” strategy. China also
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launched a series of annual summits with ASEAN, began participating more
actively in the ASEAN Regional Forum and its unofficial counterpart the
Council for Security Cooperation in the Asia Pacific (CSCAP), and signed
the “Declaration of Conduct on the South China Sea,” a non-binding
pledge to resolve territorial disputes peacefully. This pledge was an impor-
tant confidence-building measure because four ASEAN countries claim
parts of the disputed Spratly Islands but recognize they lack the power to
stand up to China on their own. At the 2003 Bali Summit, China became
the first non-ASEAN member to sign the Treaty of Amity and Cooperation,
which codified ASEAN’s preferred principles of international conduct such
as non-aggression, non-interference, and peaceful resolution of disputes.
Beijing also signed a strategic partnership agreement with ASEAN, giving
the organization a status equal to its partnerships with other major powers.

China has also become more willing to participate substantively in re-
gional multilateral organizations such as the Asia-Pacific Economic Coop-
eration (APEC) forum, ASEAN � 3 (Japan, China, Korea), the ASEAN Re-
gional Forum, and the East Asian Summit. China had historically been
reluctant to participate in multilateral forums due to fears that other coun-
tries would gang up on it and because multilateral norms and procedures
could constrain its ability to pursue its interests. China’s increased multi-
lateralism is a means of channeling Chinese power in ways that make it
more acceptable to its neighbors.14 Some analysts argue that China now
views multilateral and regional organizations as important political venues
and has become more active in these organizations as a means of pursuing
its national interests.15 China’s establishment of the Shanghai Cooperation
Organisation (SCO) as a means of combating terrorism and expanding its
influence in Central Asia is compatible with this view, as is China’s effective
use of bilateral diplomacy to influence the agenda of multilateral organiza-
tions such as ASEAN and the SCO in directions that advance Chinese inter-
ests.

China has also taken concrete measures to address Asian security con-
cerns. One of the most important has been its efforts to resolve almost all
of its outstanding land border disputes with its neighbors in the 1990s.16

These efforts have eased concerns about potential conflicts over borders and
paved the way for increased cross-border cooperation against terrorism and
organized crime. In many cases, China has made territorial concessions in
order to resolve these disputes (although Beijing has often sought to keep
the details of these concessions secret to avoid nationalist criticism).17

Equally important has been China’s restraint in the use of its military forces.
The aggressive actions that alarmed China’s Asian neighbors in the mid-
1990s have not been repeated in recent years.

Beijing’s rhetoric claims that China’s increasing military power is a force
for peace that does not threaten any country. China has made some efforts
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to demonstrate that its military and paramilitary forces can make some use-
ful contributions to regional and global security. These include increased
participation in United Nations peacekeeping missions. As of 2006, China
had 1,489 military personnel deployed on nine UN missions and in the UN
Department of Peacekeeping Operations. In September 2007, Major Gen-
eral Zhao Jingmin became the first Chinese officer to command a UN
peacekeeping mission.18 China has also offered to increase regional coop-
eration on non-traditional security issues such as disaster relief, counterter-
rorism, and counterpiracy. Although the resources committed to these mis-
sions have been relatively modest, they provide a positive contribution to
regional security and symbolize a constructive role for Chinese military
power.

China has also made modest efforts to increase its transparency on mili-
tary issues as a confidence-building measure. China published its first white
paper on arms control and disarmament in 1995 and began publishing
biannual white papers on national defense in 1998. The defense white pa-
pers provide ample assurances of China’s peaceful intentions and only lim-
ited information on PLA military capabilities, but are nevertheless an im-
portant step toward greater transparency. Starting in 2002, China began to
observe and then participate in bilateral and multilateral military exercises
with neighboring countries as a confidence-building measure. Although
most are simple search and rescue exercises, they do provide an opportunity
for Asian militaries to interact with their PLA counterparts. China has also
improved the quality of its participation in multilateral security dialogues
at both the official and unofficial levels and established bilateral security di-
alogues with most major countries in Asia. Although Chinese participants
remain reluctant to talk about Chinese military capabilities and often re-
peat official talking points, these dialogues still have some value.

In the economic realm, China has sought to persuade Asian countries
that they will share in the benefits of China’s rapid growth, while simulta-
neously advancing Chinese interests through commercial diplomacy.
“Win-win” and “mutual benefit” are the watchwords of China’s economic
diplomacy. Chinese imports are fueling growth throughout Asia and in
other regions of the world. In 2003, China became the largest export mar-
ket for Japan, South Korea, and Taiwan. Demand from China is credited
with helping to revive the Japanese economy from its decade-long slump.
China’s increasing role in world trade and expectations of future growth
make it an attractive market and give Beijing leverage in dealing with trade
partners. A relatively new element in China’s economic diplomacy in-
volves negotiation of regional and bilateral free trade agreements (FTAs).
The China-ASEAN FTA is the most significant example, but China is cur-
rently discussing bilateral FTAs with Australia, New Zealand, Japan, South
Korea, India, and others.19 China’s FTA with ASEAN includes “early har-
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vest” provisions that provide additional benefits to ASEAN agricultural pro-
ducers. Chinese officials also regularly use trade-facilitation agreements or
non-binding bilateral trade targets to leverage market access as a diplomatic
tool in bilateral relations.

SOURCES OF CHINESE POWER IN ASIA

Economic Power

China’s rapid economic growth, and the increasing economic ties with
Asia that it has produced, is the most important source of China’s increas-
ing influence in Asia. One important pattern in China’s trade relations is
that other East Asian countries are becoming more dependent on exports to
China, but China’s relative dependence on East Asian markets is staying the
same. The volume of Chinese trade with East Asia has increased dramati-
cally over the last decade, but the share of Chinese exports going to East
Asia (excluding Hong Kong) has declined from 34 percent in 1996 to 24
percent in 2006.20 Conversely, China has become the first- or second-largest
trading partner of almost every country in the region since the turn of the
millennium (see tables 6.1 and 6.2). Despite periodic political tensions,
Japan’s trade with China (not counting Hong Kong) now exceeds Japan’s
trade with all ten members of ASEAN and surpassed U.S.-Japan trade levels
in 2007. ASEAN exports to China have grown rapidly in recent years, but
the China market is still only the third most important export market for
ASEAN products.

These changes in Asian dependence on the China market reflect both the
shift of export production from other East Asian economies to tap inex-
pensive Chinese labor and the Chinese domestic market’s appetite for im-
ports from Asia. Chinese leaders and analysts appear to believe that trade
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Table 6.1. Percentage of Imports from China (China’s Rank as Import Source)

Japan South Korea Taiwana ASEAN 6b Indiac

1986 4.7% (4) 0.0% (—) 0.28% (33) 4.0% (6) 0.55% (27)
1996 11.6% (2) 5.7% (3) 3.00% (7) 3.0% (5) 1.90% (18)
2006 20.4% (1) 15.7% (2) 12.20% (2) 11.0% (3) 9.40% (1)

Source: UN Comtrade Database. 
aTaiwan Trade Statistics: Taiwan figures are from Taiwan’s Bureau of Foreign Trade, available at

cus93.trade.gov.tw/english/FSCE/FSC0011E.ASP; 1989 data (the earliest available) are used for the 1986
figure.

bASEAN 6 is Singapore, Malaysia, Indonesia, Thailand, Philippines, and Brunei. ASEAN 6 data for Brunei use
1985 data and 1998 data to substitute for unavailable 1986 and 1996 data. ASEAN 6 rankings consider
intra–ASEAN 6 trade with other ASEAN 6 members (e.g., ASEAN 6 exports to Singapore) as trade with
other countries for ranking purposes.

cThe 1986 India data are from the IMF Direction of Trade Statistical Yearbook 1990.



dependence can generate significant political influence as groups that ben-
efit from trade mobilize to protect their economic interests. However, these
groups do not necessarily exert a dominant influence within other coun-
tries. For example, Japanese business groups have called for better Sino-
Japanese relations, but this has sometimes been insufficient to outweigh
other Japanese voices seeking a more assertive policy toward China.

China has also emerged as a significant source of foreign direct invest-
ment in Asia. Asia is the most important destination for Chinese FDI. Chi-
nese statistics indicate that Chinese enterprises have invested at least $2.45
billion in East Asia as of 2005, while ASEAN statistics show $2.3 billion of
Chinese FDI from 2002 to 2006. This makes a significant contribution to
Southeast Asian economies, but Chinese investment only accounts for 1.3
percent of total foreign investment in ASEAN over the 2002–2006 time pe-
riod, a very small percentage. China does not publish a detailed breakout of
its foreign aid programs, but the poorer countries in Southeast Asia and
Central Asia are significant recipients of Chinese development assistance.
Much of this assistance goes to improve transportation infrastructure con-
necting Southeast Asian and Central Asian countries to China. This infra-
structure contributes to these countries’ economic development, but it also
links them more closely to the Chinese economy and will produce greater
trade dependence in the future.21 China’s role as a production site in re-
gional production networks serves as an important link between Asian pro-
ducers of capital goods and production inputs and developed country mar-
kets in the United States and Europe. This ties together the economic
interests of Asian companies and countries in a positive-sum manner.

Military Power

Another form of Chinese power that deserves attention is China’s mil-
itary power. China’s military, the People’s Liberation Army (PLA), has
historically been a large land force with a very limited ability to project
and sustain power beyond China’s borders. China’s military power has
increased significantly over the last decade, creating both newfound re-
spect and heightened concerns in other Asian countries.22 One analyst
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Table 6.2. Percentage of Exports to China (China’s Rank as Export Market)

Japan South Korea Taiwana ASEAN 6 India

1986 4.7% (4) 0.0% (—) 0.00% (—) 2.3% (12) 0.74% (28)
1996 5.3% (5) 8.8% (3) 0.54% (23) 2.9% (12) 1.8% (14)
2006 14.3% (2) 21.3% (1) 22.70% (1) 8.8% (3) 6.6% (3)

Source: UN Comtrade Database. 
aTaiwan Trade Statistics.



has described “three pillars” of PLA reform and modernization, including
(1) development, procurement, and fielding of new weapons systems and
capabilities; (2) institutional and systemic reforms to improve the profes-
sionalism and quality of Chinese military personnel; and (3) development
of new war-fighting doctrines for employing these new capabilities.23

China’s military modernization has been supported by significant increases
in defense spending, with the PLA receiving double-digit real budget in-
creases every year since 1997. The official 2007 defense budget is approxi-
mately $45 billion, but estimates that include military-related and off-
budget spending suggest that total 2007 spending may range from $85 to
$135 billion.24 This increased funding has underwritten higher salaries, ex-
panded training and facilities, and the development and acquisition of ad-
vanced Chinese and Russian arms.

Many of the new weapons systems the PLA is acquiring appear to be fo-
cused primarily on deterring Taiwan independence and deterring or delay-
ing possible U.S. intervention. These include development of more accurate
short-range and medium-range conventional ballistic missiles, acquisition
of Russian Kilo-class submarines and Sovremenny destroyers equipped
with missiles designed to target U.S. aircraft carriers, and modernization of
China’s strategic nuclear arsenal. Chinese military strategists are exploring
tactics such as attacks on U.S. military computer systems and space assets as
means of deterring or delaying the arrival of U.S. military forces in the event
of a Taiwan crisis. China’s January 2007 test of a direct-ascent anti-satellite
weapon illustrates one aspect of these efforts. To the extent that these “anti-
access strategies” are actually able to hold U.S. military forces in the West-
ern Pacific at risk, they may begin to shift regional perceptions of the mili-
tary balance of power in Asia.25

Some of the new military capabilities China is developing will signifi-
cantly expand the PLA’s ability to project power within Asia. In addition to
the capabilities listed above, China is also deploying tankers and air-refuel-
ing technology that will extend the range of Chinese fighters. The PLA is im-
proving the capabilities of its airborne and amphibious forces capable of
expeditionary operations and making efforts to improve its airlift and sealift
capability. Chinese military officials are now openly discussing building an
aircraft carrier, citing the need to contribute to humanitarian relief opera-
tions and protect China’s sea lanes of communication as justification.26 A
recent study notes that the PLA already performs power projection missions
to some extent by responding to crises, contributing to deterrence, and en-
hancing regional stability. Although lack of foreign bases constrains PLA
power projection capability, the PLA is increasing its “presence deploy-
ments” through naval visits and port calls and PLA participation in joint
and combined military exercises with other militaries.27
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China’s accelerated military modernization program has been accompa-
nied by efforts to reassure its Asian neighbors that a more powerful PLA will
not threaten their security. China has sought to demonstrate that its mili-
tary and paramilitary forces can make useful contributions to regional and
global security, including via increased participation in United Nations
peacekeeping missions and humanitarian relief operations following the
Indian Ocean tsunami in 2004 and the Pakistan earthquake in 2005. China
has also offered to increase regional cooperation on non-traditional secu-
rity issues. Although the resources committed to these missions have been
relatively modest, they are intended to showcase a constructive role for Chi-
nese military power. Chinese military officers are now discussing ways in
which the PLA might contribute to regional security goals by providing
“public goods” such as counterpiracy measures, humanitarian assistance
and disaster relief, and by contributing to the security of sea lanes of com-
munication. China clearly hopes that defining ways in which the Chinese
military contributes to regional security will ease concerns about its military
spending and improvements in its power projection capabilities.

“Soft Power”

In contrast to China’s military modernization, Chinese efforts to expand
its “soft power” within Asia have not raised similar concerns. The discussion
below focuses on soft power in terms of China’s ability to persuade others
to pursue its goals and values or to emulate its behavior. One important
trend is increasing contact between Chinese citizens and people in other
Asian countries. Flows of tourists and students between China and other
Asian countries have increased dramatically in recent years as China has
loosened restrictions on overseas travel by its citizens. Chinese tourists have
flocked to Asia, with about four million visiting other East Asian countries
in 2004.28 Many Chinese tourists visit Asian countries with tour groups,
which do not always leave a positive impression in the countries they visit.
Educational contacts between China and Asia have also increased signifi-
cantly. China sent about ninety thousand students to East Asian countries
in 2005 and hosted more than one hundred thousand East Asian students
in 2006, with South Korea and Japan sending the most.29 The Chinese gov-
ernment has supplemented these educational exchanges by supporting the
establishment of “Confucius Institutes” in foreign countries to teach Chi-
nese language and promote Chinese culture. The first Confucius Institute
was established in 2004; there are now more than 210 institutes in fifty-
four countries.30 As of the end of 2007, six East Asian countries and India
hosted some forty-three Confucius Institutes, with Thailand, South Korea,
and Japan hosting at least ten apiece.31
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In addition to business, tourism, and student contacts, the Chinese gov-
ernment actively encourages Chinese scholars and experts to participate in
academic and unofficial “Track 2” policy conferences in Asia. Much of this
participation occurs via Chinese government think tanks or Government-
Operated Non-Governmental Organizations (GONGOs) created to interact
with foreign non-government organizations. The Chinese government has
sought to increase contacts between Chinese and East Asian think tanks—
and to exert some degree of control over the regional agenda—by providing
financial and organizational support for participation of Chinese experts
and by sponsoring the establishment of the Network of East Asian Think-
Tanks (NEAT) in 2003. NEAT includes members from all the ASEAN � 3
countries. The China Foreign Affairs University, which reports to the Chi-
nese Foreign Ministry, serves as NEAT’s general coordinator with responsi-
bility for coordinating cooperation between think tanks in the ASEAN � 3
countries and coordinating Chinese domestic think tanks. NEAT’s agenda is
focused on increasing East Asian cooperation and promoting regional inte-
gration.32 Chinese scholars and experts increasingly have the language skills
and expertise to function effectively in these types of meetings. However,
the perception that Chinese participants often deliver approved govern-
ment talking points and cannot fully express their individual viewpoints
probably limits their influence.

Appeals to cultural and linguistic affinities have been important in deal-
ing with countries with significant ethnic Chinese minorities. Malaysia and
Indonesia, which previously viewed their ethnic Chinese populations with
suspicion, now regard them as an asset and comparative advantage in
building economic relations with China. China found some sympathy in
Southeast Asia for appeals to “Asian values” during its efforts to resist hu-
man rights pressure from the United States and Europe in the 1990s. Cul-
tural and linguistic diversity in Asia is likely to limit China’s ability to har-
ness purported common “Confucian values” as a diplomatic tool. Few
Asian elites are attracted to Chinese values or desire to emulate China’s sys-
tem of government.

In the cultural sphere, talented China artists are beginning to win re-
gional and international recognition. Some Chinese cultural products re-
flect traditional Chinese culture in ways that resonate within East Asia, but
many others have more limited regional appeal due to their focus on Chi-
nese domestic concerns, their derivative nature, and language barriers.
Films have arguably been China’s most successful cultural exports. Some
artists such as director Zhang Yimou and actress Gong Li have built inter-
national reputations based on their work in China, but the most successful
Chinese actors and directors (such as Jackie Chan and Ang Lee) are actually
from Hong Kong or Taiwan. A boom is under way in Chinese visual arts,
but much of this work is derivative rather than setting new trends. In com-
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parison with the work being produced in other Asian countries, Chinese
cultural products are limited by the less developed Chinese market, politi-
cal constraints on content, and the lack of effective intellectual property
rights to ensure that innovation is appropriately compensated. Some of
these constraints are likely to relax as China becomes richer, but for now
other Asian countries are producing work that has more regional impact
and influence. It is also worth noting that many of the most successful Chi-
nese achieved their fame with work done outside China, including Nobel
Prize–winning novelist Gao Xingjian.

Chinese companies have sought, with limited success, to build interna-
tionally recognized brand names. Haier (refrigerators) and Huawei (routers
and communications products) have been most successful. However, in
most cases Chinese products currently compete on the basis of price rather
than quality. Nevertheless, if goods are cheap enough, Chinese products can
still have a significant impact that promotes a positive image of China. For
example, Chinese motorcycles that sell at about a quarter of the price of
those produced in Japanese-owned factories in Thailand have become af-
fordable for poor villagers in Laos. The resulting access to transportation
has literally saved lives and has had a major improvement in the quality of
life for Laotian villagers in remote areas.33

Many Asian elites look at China’s economic success with envy and admi-
ration. The pace of construction in China’s major cities—and the number
of architecturally ambitious new buildings in Beijing and Shanghai—is
striking. Beijing built an impressive set of facilities and infrastructure im-
provements to support the 2008 Olympics. China’s manned space program
is regarded by some Asian elites as an important technological achievement
of the Chinese system. Yet these impressive accomplishments have a darker
side that is quickly evident. China’s breakneck growth has been accompa-
nied by rampant environmental degradation that has damaged China’s air
and water.34 Rapid growth and construction in China’s major cities has de-
stroyed many of their most distinctive features and displaced poorer citi-
zens to distant suburbs with limited compensation. Poor urban planning
and rapid growth in the number of automobiles are making traffic a night-
mare in many Chinese cities.

Some believe the Chinese approach of reforming the economy while
limiting political freedom represents a new development model with con-
siderable appeal to authoritarian leaders in developing countries.35

China’s development model actually draws heavily on orthodox develop-
ment economics and benefits from special factors such as a large domes-
tic market and large labor supply that cannot readily be replicated by
most other countries.36 Domestic problems, social inequality, environ-
mental degradation, and periodic political clampdowns also limit China’s
attractiveness as a model for others to emulate. Within Asia, Vietnam has
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clearly been influenced by China’s approach to economic development,
but the country Chinese leaders have tried hardest to influence—North
Korea—has proved reluctant to embrace a Chinese-style opening. A slow-
down in growth or a major political incident would highlight the down-
sides of the Chinese model and significantly reduce China’s ability to em-
ploy soft power as a diplomatic tool.

ASSESSMENT OF CHINA’S ASIA STRATEGY

China’s efforts to provide reassurance of its benign intentions have had sig-
nificant impact, but Asian states still have significant concerns. Some South-
east Asian states are actively encouraging the United States, Japan, and In-
dia to take a more prominent role in regional affairs to balance against
Chinese influence. Asian governments have decided to treat China as an
economic opportunity, but Southeast Asian businessmen regard competi-
tion from Chinese exports as a serious challenge, and Korean and Japanese
businessmen worry that Chinese enterprises may quickly move up the tech-
nology ladder to compete with their exports of more advanced goods. Asian
states have welcomed China’s participation in multilateral organizations,
but Beijing’s behavior within regional forums has been mixed. In negotia-
tions with ASEAN states over the China-ASEAN Free Trade Agreement,
China let individual ASEAN states determine their own comfort level with
the coverage and pace of trade liberalization commitments. The resulting
agreement is a hodgepodge, but ASEAN states were pleased at Beijing’s will-
ingness to defer to their concerns. One Southeast Asian diplomat noted that
China has generally been willing to adapt its proposals for regional coop-
eration to build consensus, deferring contentious issues or delaying pro-
posals that are moving too fast for ASEAN sensibilities.37

In other areas, China’s behavior has been less accommodating. Asian of-
ficials and security analysts praise Beijing’s willingness to cooperate and to
defer resolution of maritime territorial disputes and sovereignty issues but
also note that China has been unwilling to make substantive concessions
on most issues. China agreed to participate in a sub-regional organization
to address Mekong River issues but has generally been unresponsive to the
concerns of those in downstream countries adversely affected by Chinese
dams.38 Beijing’s responsiveness to Asian concerns about food and product
safety has also varied. China is quick to pull any foods that have safety is-
sues from the Japanese market but reportedly rebuffed Indonesian efforts to
apply its domestic food safety standards to Chinese imports.39 China has
pursued joint energy exploration projects with the Philippines and Vietnam
in the Spratly Islands, which violate the spirit of its pledge to resolve its sov-
ereignty claims multilaterally, and has reportedly begun to press its claims
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to the Spratly Islands in bilateral meetings with some ASEAN states. China’s
military confidence-building measures have reassured some skeptics, but
others note that Beijing has provided only limited information about its
military capabilities and has refused to discuss the most important security
issues (such as Taiwan) in multilateral settings.

China’s regional security strategy depends on increasing Chinese influ-
ence without antagonizing the United States. Chinese officials have made
conscious efforts to reassure the United States that Beijing recognizes U.S.
interests in Asia and has no intention of pushing the United States out of
the region. Beijing has not repeated its 1997 campaign to press U.S. allies
in Asia to abandon their alliances with Washington. China’s cooperation on
counterterrorism and critical role in efforts to persuade North Korea to
abandon its nuclear weapons program have provided positive security co-
operation that has helped ease U.S. concerns. Nevertheless, U.S. officials re-
main wary of Chinese efforts to improve its security ties with U.S. allies and
have noted China’s apparent preference for regional organizations such as
the SCO and the East Asian Summit where the United States is not a mem-
ber. U.S. officials and analysts are also paying close attention to China’s mil-
itary modernization efforts; China’s January 2007 test of a direct-ascent
anti-satellite (ASAT) weapon sparked serious debate in the United States
and elsewhere about China’s strategic intentions in space.40 U.S. preoccu-
pation with Iraq and Afghanistan has distracted attention from China’s ef-
forts to increase its influence in Asia, but these concerns have not gone
away. Japanese officials share many of the same concerns about Chinese re-
gional influence and military modernization efforts, which have become an
aggravating factor in Sino-Japanese relations.

THEORETICAL PERSPECTIVES ON CHINA’S 
INTERNATIONAL BEHAVIOR

The preceding assessment has focused on China’s efforts to increase its
power and regional influence without antagonizing the United States or
scaring its neighbors. China’s policy has been remarkably successful to date
but has not fully eased concerns about how a stronger China might behave
in the future. Different theoretical lenses provide different interpretations of
recent Chinese behavior and contrasting projections of how a stronger
China might behave in the future.

A traditional Realist perspective would emphasize China’s continuing ef-
forts to build military capabilities and comprehensive national power in a
way that increases its long-term ability to shape Asia in directions compat-
ible with its interests. This perspective emphasizes the limitations on
China’s military transparency and Beijing’s efforts to keep important hard
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security issues (such as the Taiwan issue, its rising military spending, and its
nuclear modernization) out of multilateral security forums. The cooperative
security approach in the new security concept may be useful in dealing with
non-traditional security issues such as piracy but has limited utility in dealing
with zero-sum territorial disputes or serious conflicts of interests. U.S. al-
liances in Asia remain important to U.S. regional interests and to the security
of U.S. allies. China has not repeated its 1997–1998 diplomatic campaign
against U.S. alliances in Asia but has made clear that, although it disapproves
of U.S. security alliances in Asia in principle, in practice it recognizes that the
alliances make some contributions to regional security. China has sought to
improve bilateral relations (including bilateral security cooperation) with
U.S. allies such as the Philippines and Thailand to try to ensure that U.S. al-
liances do not become directed against China. From a Realist perspective,
China has been deferring sovereignty disputes and accepting U.S. security al-
liances in Asia because it lacks the power to resolve these issues in its favor.
Increasing Chinese relative power may produce more aggressive behavior in
the future. Realists acknowledge the importance of increasing regional econ-
omy ties but tend to see these in terms of PRC efforts to generate political
leverage by making its trading partners dependent on the Chinese market. A
Realist perspective highlights China’s continuing reluctance to accept binding
constraints on its exercise of power in Asia and is therefore suspicious about
how a more powerful China might behave in the future.

A Liberal institutionalist perspective would highlight the ways in which
China’s membership in international organizations and the constraints of
economic interdependence are likely to shape definitions of Chinese inter-
ests and constrain the ways in which Beijing chooses to pursue those inter-
ests. In general, this perspective sees China’s greater engagement in the re-
gion as raising the costs of using force and increasing the incentives for
China to behave in a peaceful manner when conflicts of interest arise. Com-
mon interests such as regional stability and the need for international co-
operation to handle non-traditional security issues explain China’s greater
willingness to cooperate in regional organizations. This viewpoint sees Chi-
nese efforts to shape international rules and norms as evidence that China
will ultimately be willing to adhere to these international rules of the game.
This perspective notes that China’s economic growth is being achieved
through greater international cooperation and participation in the global
economy. As China’s power rises, constraints on its international behavior
and the costs of using force will also continue to rise. This perspective is
therefore relatively optimistic that a more powerful China will continue to
behave in a restrained manner.

A classical Liberal perspective would focus on the nature of the Chi-
nese regime and the resulting implications for China’s future behavior.
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From this perspective, many of the current concerns about China’s inter-
national behavior are due to the authoritarian nature of the Chinese gov-
ernment, which may give excessive weight to military and sovereignty
concerns and produce decision-making and crisis management proce-
dures that increase the chances for military conflict. Democracy or polit-
ical liberalization in China might help address some of these factors over
the long term, but the CCP’s reluctance to institute genuine political re-
forms is a significant cause for concern about how a stronger China will
behave in the future. A related approach is to consider China from the
perspective of the two-level game framework developed by Robert Put-
nam, as David Shambaugh develops in his chapter in this volume.41 This
approach captures Beijing’s efforts to balance domestic and international
considerations in its foreign policy–making and can address the poten-
tial for international developments (such as the possibility of Taiwan in-
dependence or an oil shock) to generate a political crisis that threatens
regime survival. This captures a significant amount of the calculative as-
pect of Chinese behavior but also highlights concerns that nationalism
and the limited representation of business interests could limit the win
set in international negotiations and produce aggressive behavior in the
future. China’s diplomatic practice over the last decade does not include
many examples of aggressive action, but this may be because China de-
ferred action on contentious issues such as maritime sovereignty dis-
putes because it lacked the power to achieve its goals and was unable to
compromise due to domestic constraints.

Finally, a Constructivist perspective highlights the potential for norms,
culture, identity, and mutual interactions to constrain Chinese behavior in
the future.42 This viewpoint would take the stated principles underlying
Chinese foreign policy more seriously as an indicator of China’s genuine in-
tentions. Some scholars view the commonalities between China’s new se-
curity concept and ASEAN principles of non-interference as evidence of a
growing normative convergence between China and ASEAN that might
serve as the basis for a broader regional security order.43 From this perspec-
tive, efforts by other Asian countries to engage China and China’s increas-
ing involvement in international affairs and multilateral organizations have
produced significant and genuine change in Chinese foreign policy prefer-
ences that suggest a stronger China less constrained by its international en-
vironment may still behave in a restrained manner. Other Constructivist
perspectives focus more on China’s realpolitik strategic culture and are
much less sanguine about prospects for restraint from a more powerful
China.44 Constructivist predictions depend heavily on assumptions about
which elements of Chinese culture and identity matter most in explaining
China’s international behavior.
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CONCLUSION

Different variants of international relations theory can explain some aspects
of China’s recent behavior, but no single theory provides a complete expla-
nation. A persuasive model for Chinese foreign policy–making needs to in-
tegrate both international and domestic variables to explain specific Chi-
nese foreign policy decisions. International relations theories are helpful in
identifying factors that may influence how a more powerful and less con-
strained China might behave in the future. However, each theory identifies
different factors as important, highlighting the need for analytical judgment
in deciding which factors are most important and which theories are most
persuasive in illuminating China’s future behavior in Asia.

A useful way of thinking through future possibilities is to examine
likely consequences if present trends continue as well as potential devel-
opments that could alter or reverse those trends. China’s political lead-
ership must continue to manage a host of difficult domestic challenges
in order to maintain stability and support economic growth. Growth
gives the central government additional resources but also aggravates
problems such as pollution, inequality, and energy insecurity. China’s
rapid growth is increasing trade with Asia, the United States, and Europe,
and providing resources that underwrite China’s military modernization
and help create jobs and rising living standards that contribute to social
stability. If this trend continues, Chinese political influence in Asia is
likely to grow. However, China will also experience increasing economic
frictions with the United States and with Asian countries such as Japan
and South Korea where politically important industries already com-
plain about unfair competition with Chinese firms. The Chinese econ-
omy’s demand for energy and commodity imports may also stimulate in-
creased competition with Asian countries. If China’s military
modernization continues on its present path, Beijing’s position with re-
spect to Taiwan is likely strengthened considerably, but at the cost of
heightened tensions with the United States, Japan, and some Southeast
Asian countries as PLA capabilities increase. Efforts to reassure neighbors
are likely to continue, notably through an increase in exercises with
Asian militaries and increased cooperation on non-traditional security
issues. A Chinese decision to acquire an aircraft carrier would be viewed
as a watershed event, even if Beijing justifies the acquisition in terms of
non-traditional security missions. Continued Chinese diplomatic suc-
cess would likely require Beijing to pursue positive regional initiatives
while exercising military restraint and deferring controversial issues to
the future. A more confident China would likely continue to focus on co-
operative approaches and long-term regional goals. A key question is
whether China will continue to pursue a moderate course if issues such
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as territorial disputes or energy security force themselves onto the re-
gional agenda.

A number of domestic and regional developments could alter the trajec-
tory of China’s Asia policy. Serious internal unrest could lead to a domestic
crackdown, which would damage China’s reputation within the region and
heighten concerns about Chinese international behavior. A domestic eco-
nomic crisis could lead China’s leaders to focus on restoring growth and ex-
porting their way out of a crisis, regardless of the negative impact on its
neighbors. A regional or global economic slump could have a similar result,
although the negative impact on China’s relations with the region would
likely be greater. Regional security problems could also produce changes in
Chinese policy. A North Korean collapse or a military conflict precipitated
by Pyongyang’s nuclear weapons ambitions could lead to assertive Chinese
actions to control the situation, which could heighten conflicts with Seoul,
Tokyo, and Washington. Despite China’s efforts to paint Taiwan as a “do-
mestic issue” that is qualitatively different from its approach to interna-
tional security concerns, Asian countries still view Beijing’s approach to Tai-
wan as a litmus test for Chinese behavior. A decision to use force against
Taiwan would alarm East Asian countries and could undo many of the gains
made in Beijing’s decade-long reassurance campaign.

Finally, heightened rivalry between China and Japan could raise bilateral
tensions and potentially disrupt economic cooperation and the trend to-
ward greater regional cooperation in the region. Both governments seek to
stabilize relations, but competition for regional leadership or a security in-
cident over resources or disputed territory in the East China Sea could alter
the dynamics of the relationship in a negative direction.

During the reform era, China has sought to preserve a stable interna-
tional environment that supports continued economic growth that can
help maintain domestic stability, build its national wealth and power,
and expand its influence. These principles have also guided China’s Asia
policy, which has emphasized the need to avoid a confrontation with the
United States and to reassure Asian countries that a stronger China will
not threaten their interests. China’s policy has been remarkably success-
ful in preserving a stable regional environment and persuading its neigh-
bors to view China as an opportunity rather than a threat. Despite
China’s restrained and constructive regional behavior over the last
decade, significant concerns remain about how a stronger and less con-
strained China might behave in the future, concerns that are especially
prevalent in the United States and Japan, two of the strongest countries
in the Asia-Pacific region. These uncertainties—and China’s increasing
role in shaping Asia’s future—ensure that debate about how a stronger
China will behave in the future will remain a contentious issue in both
the United States and in Asia.
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The last decade has witnessed a dramatic transformation of India’s foreign
and economic policies. These changes have fundamentally enhanced In-
dia’s profile in Asia and beyond. India has forged significant ties with the
economically dynamic parts of Southeast Asia, signed an important free
trade agreement with Singapore, become a member of the ASEAN Regional
Forum (ARF), and has broadened its relationship with Japan. Through the
forging of multiple bilateral and multilateral ties, it is seeking to assert itself
as a significant actor in the region.

This chapter will examine the transformation of India’s grand strategy in
the post–Cold War era, discuss the reactions of other major powers in Asia,
and assess the possibilities and limits of India’s emergence as a great power.
To that end, it will carefully outline sources and prospects of the transfor-
mation of India’s foreign and economic policies, assess their impact on do-
mestic capabilities and regional actors, and examine the likely reactions of
other key players in Asia. The central argument of this chapter is that India
aspires to be a major Asian power and is pursuing a hedging strategy against
the People’s Republic of China, its most likely and keenest competitor for a
similar status in Asia. The chapter will also contend that while other major
states in Asia are not concerned or distressed with India’s rise, the PRC does
view India’s attempt to break free from its subcontinental status with grow-
ing concern. One of the key hurdles that confronts India on this pathway to
great power status is its current inability to resolve ongoing differences with
at least two of its subcontinental neighbors, Pakistan and, to a lesser degree,
Bangladesh.

The chapter is organized along four levels of analysis. At the outset it
deals with the transformation of the global order at the end of the Cold War
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and its impact on India’s foreign and security policy choices. In making this
argument, the chapter argues that this was a clear case of “the second image
reversed”—namely, the impact of international politics on domestic politi-
cal and economic arrangements.1 It then turns to a discussion of India’s re-
lations with key Asian states. The focus then shifts to India and its dealings
with its subcontinental neighbors and finally dwells upon some current fea-
tures of Indian politics that can shape the future course of the country’s for-
eign and security policy choices and thereby influence its position in Asia.

THE PRESENCE OF THE PAST

During the Cold War, as is well known, India adopted a policy of non-align-
ment.2 The policy did not necessarily call for equidistance from both su-
perpowers but instead meant that India sought not to be drawn into either
superpower’s ideological or strategic orbit. Despite this professed commit-
ment to such a principle, for all practical purposes, India elided over Soviet
malfeasances and was a harsh critic of the shortcomings of American for-
eign policy. Such a stance contributed to a frosty Indo-American relation-
ship.3 In turn, in the absence of long-held cultural ties, the paucity of eco-
nomic interests, and lacking vital strategic interests in the region, the United
States also chose to mostly ignore India. Consequently, toward the end of
the Cold War, apart from cordial relations with the Soviet Union, significant
portions of the Eastern Bloc, and a motley collection of poor states in Africa
and Latin America, India had few viable international ties. The Third World
coalition that India had sought to forge in the 1950s and 1960s had be-
come mostly a caricature.4

The Cold War’s end forced India’s policymakers to re-examine some of
the key assumptions of India’s grand strategy. In the realm of foreign pol-
icy they realized that the heyday of non-alignment had long come to a
close. As Inder Gujral, a former Indian prime minister, once stated, “It is a
mantra that we will have to keep repeating but whom are you going to be
non-aligned against?”5 More specifically, despite this professed commit-
ment to non-alignment, key members of India’s foreign policy establish-
ment also recognized that Russia, the principal successor state to the for-
mer Soviet Union, was unlikely (and very possibly unwilling) to play the
same role of the erstwhile USSR. Namely, Russia could not be counted
upon to use its veto at the United Nations Security Council on the critical
Kashmir dispute with Pakistan, that it would not serve as a counterweight
to a potentially revanchist People’s Republic of China, and that it would
no longer sell advanced weaponry at highly concessional rates. Accord-
ingly, an unreflective reliance on Russia would ill serve India’s foreign and
security policy interests.
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With the Soviet demise it was also apparent that the United States, for the
foreseeable future, would remain as the dominant global power. This real-
ization necessitated a fundamental re-appraisal of the Indo-U.S. relation-
ship despite the presence of various extant bilateral differences on questions
pertaining to non-proliferation, human rights, and trade issues.

Though significant segments of the policy elite came to these ineluctable
conclusions, the shift in India’s foreign and security policy orientations did
not occur without a vigorous internal debate. Some individuals and groups
within the ruling Congress Party refused to abandon their commitment to
a vision of Nehruvian socialism at home and non-alignment abroad. They
continued to argue that these precepts had not lost their relevance and in-
stead should be pursued with renewed vigor.6 They also contended that In-
dia should take the lead in forging a multipolar world order and work in
concert with other powers such as the People’s Republic of China (PRC),
Russia, and France to balance overweening American power. A second
strand of opinion, mostly associated with the right-of-center, Hindu na-
tionalist Bharatiya Janata Party (BJP), argued for a more muscular, assertive
Indian foreign policy. It also called for the abandonment of India’s pro-
fessed policy of nuclear abstinence, to defy the global non-proliferation
regime, and overtly acquire an independent nuclear force.7

Kanti Bajpai, a noted Indian international relations scholar, has described
India’s pre–Cold War foreign and security policy strategy as “modified
structuralism.”8 The key components of this strategy had involved a com-
mitment to the maximization of India’s national interests but with a res-
olute desire to pursue a normative world order. The pursuit of ideational
goals, however, has for the most part given way to more expedient concerns
at the end of the Cold War. Many of India’s policy choices, especially those
in the international arena, are still couched in the ideational language and
rhetoric of the past. However, in practice, they increasingly reveal a more
pragmatic approach designed to boost India’s material well-being and na-
tional security at the cost of the pursuit of broader, normative ideals. Some
manifestations of this shift toward pragmatism bear discussion.

To begin with, in 1992, India dropped its long-standing policy of treat-
ing Israel at a diplomatic arm’s length and extended it full-scale diplomatic
recognition.9 India had kept its distance from Israel during much of the
Cold War for two seemingly compelling reasons: first, it was concerned
about the political sensitivities of its very substantial domestic Muslim mi-
nority, and second, it wanted to maintain its credentials as the standard-
bearer of all Third World causes. Neither of these concerns had served In-
dia well. The Arab (and most Muslim) states had invariably sided with
Pakistan in every Indo-Pakistani conflict and had rarely lost an occasion to
upbraid India at the Organization of Islamic Countries (OIC) meetings for
real and imagined failures to accord equal treatment to its Muslim citi-
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zenry. What made the shift politically acceptable, however, was the onset
of the Madrid peace conference involving members of the Palestine Liber-
ation Organization (PLO) and representatives of the Israeli government.
The onset of these negotiations provided the regime in New Delhi suffi-
cient political cover to depart from its historic (and anachronistic) posi-
tion on Israel.

India also dispensed with its efforts at leading a pitiful coalition of de-
veloping countries that ineffectually carped at the inequities of the global
order. Instead it has sought to forge pragmatic relationships with the United
States, the European Union, Israel, Japan, Russia, and several of the eco-
nomically dynamic states of Southeast Asia.10 Also, despite considerable in-
ternational disapprobation, it blasted its way into the nuclear club in May
1998.11 The initial reactions, especially those of the United States, the
United Kingdom, Japan, and the People’s Republic of China (PRC), were
harsh and swift. Since then, most of the great powers have grudgingly ac-
cepted India as a de facto nuclear weapons state.

India was also forced to adopt a markedly different approach to eco-
nomic development. Since its independence from the British Indian Em-
pire, the country had pursued a state-led strategy of economic growth, with
an emphasis on import-substituting industrialization (ISI). India’s pursuit
of a strategy of ISI and its hostility toward foreign investors had also helped
to reinforce India’s international isolation. In the words of an Indian polit-
ical scientist, Ramesh Thakur, India had developed a “bunker mentality”
through the twin pursuit of the policies of non-alignment and ISI.12 This
strategy, polemical claims notwithstanding, had long outlived its utility. In-
dia’s economic growth until the early 1980s had been anemic at best and
was failing to make a serious dent on rural and urban poverty. Again, the
Soviet collapse, the concomitant loss of captive markets in the Soviet Union
and the Eastern Bloc, and the discrediting of the model of state-led eco-
nomic growth coupled with an unprecedented fiscal crisis in 1991 forced
India’s policymakers to change course.

The fiscal crisis and the shift in economic policies virtually coincided
with two other dramatic developments in global politics: the end of the
Cold War and the dissolution of the Soviet bloc. Both these events were
fraught with significance for India. During much of the Cold War, for com-
plex reasons, India had had close relations with the Soviet Union.13 Suffice
to say that this relationship had largely been based upon a common distrust
of the People’s Republic of China and, to a lesser degree, the United States.
The Soviets had bolstered this relationship with a highly subsidized arms
transfer arrangement and had granted India access to a substantial market
both at home and in Eastern Europe.14

The comfortable intellectual shibboleths that they had long relied on had
little or no utility in guiding their choices. Faced with this unprecedented
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situation the Congress government of Prime Minister Narasimha Rao
brought about some drastic shifts in the realm of both economic and for-
eign policies. Despite considerable domestic opposition from across the po-
litical spectrum, Rao and his finance minister (subsequently prime minis-
ter), an Oxford-trained economist, Manmohan Singh, dramatically cut
governmental subsidies, reduced tariff rates and quotas, dispensed with
parts of a regulatory maze, and sought to attract much-needed foreign in-
vestment.15 The changes they sought to bring about were not incremental
but sweeping.16

The fiscal crisis and the Soviet collapse left India’s policymakers in a
dilemma. These two external events shook the foundations of India’s eco-
nomic and foreign policies unlike any other prior exogenous shocks.17 Iron-
ically, these twin crises, which forced India to mostly abandon the lodestars
of its foreign and economic policies, and thereby helped forge the compo-
nents of a new grand strategy, also enabled the country to not only end its
self-imposed isolation but also to start realizing its potential as a major
power.

Pursuing Hard Power

In this quest for major power status, India’s policymakers finally and
fully embraced the principle that military power can confer considerable
advantages to states in the global order. The realization had dawned earlier
but thanks to the Nehruvian strand in the country’s strategic culture, an el-
ement of ambivalence had long characterized the country’s relationship
with military power and its uses. This ambivalence was finally shed in the
early 1990s as compelling external developments forced policymakers to
make some critical choices to guarantee the country’s long-term security.
The specific circumstances that led to a drastic re-appraisal of India’s secu-
rity needs are discussed below.

The Soviet collapse and the concomitant loss of a tacit security guarantee,
the growing military and economic clout of the PRC, and its robust nuclear
and ballistic missile assistance to Pakistan prompted Indian decision mak-
ers to abandon their long-standing policy of calculated nuclear ambiguity.
Contrary to widespread popular belief and much polemical commentary,
the decision to cross the nuclear Rubicon did not stem from considerations
of prestige, status, or the presence of a jingoistic regime in New Delhi.18 Fur-
thermore, key developments in the global nonproliferation arena added to
India’s fears.

The decision to acquire an overt nuclear weapons option emerged in the
wake of the successful American-led effort to unconditionally and indefi-
nitely extend the Nuclear Nonproliferation Treaty (NPT) and the seemingly
inexorable march toward the conclusion of a Comprehensive Test Ban
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Treaty (CTBT). India, an early and staunch opponent of the NPT regime,
feared that it would come under concerted American and global pressure to
accede to the CTBT regime, which had been designed to come into force in
September 1998. The treaty’s entry into force required some forty-four na-
tions, which had ongoing nuclear power programs, to first accede to the
regime.19

In the aftermath of the tests, the Indian nuclear weapons program has
proceeded apace along with the expansion of delivery capabilities, which
includes a robust missile development program. Despite some pressures
from segments of India’s “attentive public” to develop a substantial nuclear
force, responsible Indian strategic planners, however, have made clear that
the country will not adopt such a course. Given a deep-seated proclivity in
India’s political culture toward incremental decision making, strategic cau-
tion, and fiscal prudence, it is most unlikely that the country will embark
on an open-ended a arms race with the PRC. The primary purpose of the In-
dian nuclear deterrent is to serve as a hedge against future Chinese nuclear
blackmail and coercion. This fear has long haunted Indian strategists.20 Ac-
cordingly, as a very able and thoughtful analyst of India’s nuclear weapons
program has argued, the country will remain content with the pursuit of a
secure, finite deterrent that would address India’s long-term security
needs.21 In the absence of a fundamental improvement in Sino-Indian re-
lations and attempts on the part of the PRC to assuage India’s legitimate se-
curity concerns, it is most unlikely that India will abandon its ongoing nu-
clear and ballistic missile programs.

FROM “ESTRANGED DEMOCRACIES” 
TO “NATURAL ALLIES”?22

It is perhaps no exaggeration to suggest that no bilateral relationship is
more important for India than the one with the United States. Indeed the
expanded role that India hopes to play in Asia depends, in considerable
measure, on how it succeeds in not merely managing but strengthening this
bond. The Indo-U.S. relationship, apart from a brief interlude in the early
1960s during the Kennedy administration, had been mostly frosty.23 The
United States had had few economic, strategic, or cultural links with India
and could well afford to ignore it. India, initially, had kept the United States
at bay because of its professed commitment to non-alignment. Subse-
quently, the long (albeit fitful) American military and strategic relationship
with Pakistan vitiated the prospects of U.S.-Indian rapprochement. Ameri-
can engagement with India during much of the Cold War, especially after
the mid-1960s, became almost completely derivative of its larger global
concerns ranging from non-proliferation to human rights. Indeed it was not
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until the early 1980s, in the aftermath of the Soviet invasion and occupa-
tion of Afghanistan, that Indo-U.S. relations acquired ballast. Nevertheless,
in the continuing absence of strategic ties and economic complementari-
ties, the American preoccupation with non-proliferation and subsequently
a vocal position on human rights violations in the state of Jammu and
Kashmir vitiated the prospects of a viable rapprochement.

Only when India realized that the Soviet dissolution was permanent and
that the principal successor state, Russia, was at best an anemic partner, did
it evince an interest in forging a new relationship with the United States. Si-
multaneously, the United States also proved to be more forthcoming be-
cause of India’s embrace, however cautious, of a market-oriented strategy of
economic development.24

In the wake of the nuclear tests India faced a raft of sanctions from the
United States and the major powers. However, through extremely deft and
tenacious bilateral and multilateral diplomacy New Delhi managed to have
the bulk of the sanctions lifted within two years of the tests. More impor-
tantly, it used the ensuing bilateral dialogue with the United States to fash-
ion a vastly improved relationship.25 The newly forged relationship tran-
scended the second Clinton administration. Indeed, despite the advent of
the Bush administration and the concomitant shift in foreign and security
policy priorities, the Indo-U.S. relationship continued to thrive.26 Even the
American decision to court Pakistan in the aftermath of the September 11,
2001, attacks failed to derail the steady improvement in Indo-U.S. relations.

The bonds did not fray because, unlike in the past, they had acquired a
degree of strength and robustness. Thanks to critical policy choices in both
capitals, the two countries now had placed their ties on a more sound foun-
dation. Indeed, despite profound differences on Pakistan and its role in the
U.S.-led “war on terror,” the Indo-U.S. bilateral relationship continued to
flourish.27 Among other matters, the Bush administration, which had far
fewer qualms about India’s ongoing nuclear and ballistic missile programs
than its predecessor, sought to forge a wider defense and security partner-
ship with India. To that end, it initiated the Next Steps in Strategic Partner-
ship (NSSP), a program of defense cooperation focused on four areas: civil-
ian nuclear technology, dual-use high technology, space research, and
ballistic missile defense. The two sides also initiated a major effort to side-
step the expectations of the non-proliferation regime and worked to forge a
critical bilateral accord on civilian nuclear energy cooperation.28 Though
the final elements of this agreement are yet to be consummated, the mere
willingness of both sides to embark on this extremely ambitious endeavor
is a sign of the growing maturity and depth of the Indo-U.S. strategic rela-
tionship.

The Indo-U.S. relationship is now largely free from the ideological cant
and fervor as well as the geopolitical differences that had vitiated it during
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the Cold War. Instead a large degree of mutual pragmatism has come to
characterize the relationship.

This newfound pragmatism has contributed to a series of bilateral mili-
tary exercises, involving the respective navies, armies, and air forces. Over
the past several years, Indian and American forces have held joint exercises
in such disparate areas as Alaska, Ladakh, in the northern portion of the In-
dian-controlled state of Jammu and Kashmir, and also at the Counter In-
surgency and Jungle Warfare School at Vairengte in the state of Mizoram
near the Indo-Myanmar border. In 2007 a significant naval exercise, “Mal-
abar,” was held in the Bay of Bengal and involved the United States, India,
Singapore, Japan, and Australia. (Four out of these five states had formed an
ad hoc coalition to coordinate the provision of relief assistance in the wake
of the December 2004 tsunami that had wreaked havoc across much of
South and Southeast Asia.)

The growing closeness of the Indo-U.S. strategic relationship has gener-
ated a predictable domestic backlash. India’s two communist parties, the
Communist Party of India (CPI) and the Communist Party of India/Marxist
(CPI/M), have repeatedly expressed their reservations about these defense
ties and proven to be a major impediment to the consummation of the
U.S.-India civilian nuclear agreement. The CPI/M, which enjoys close ties to
Beijing, has been reflexively hostile toward the United States and continues
to oppose any improvement in Indo-U.S. relations.

Salvaging a Relationship

Despite the dramatic improvement in Indo-U.S. relations, which the In-
dian political establishment deems to be critical to the pursuit of India’s
great power aspirations, after a significant hiatus during the Gorbachev
and Yeltsin years, India has managed to resurrect elements of the former
Indo-Soviet relationship with Russia. Two factors explain the persistence
of the Indo-Russian relationship. At one level, a significant portion of In-
dia’s arsenal is of Soviet origin. Consequently, India’s military establish-
ment still remains dependent on Moscow for spare parts and equipment.
Simultaneously, given the past fickleness of the United States on arms
transfers, India is loath to abandon an important source of advanced
weaponry until it has found other, comparable arms suppliers.29 Yet this
relationship cannot possibly regain the status that it enjoyed in the Cold
War years. Russia now has a robust arms transfer relationship with the
PRC; it is besieged with a set of its own internal difficulties and views the
Indo-Russian military relationship as a strictly commercial venture. This
is evident from the continuing haggling over the purchase of the retrofit-
ted aircraft carrier, the Admiral Gorshokov, designed to replace the aging In-
dian INS Vikrant.30
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A small segment of India’s foreign policy establishment still harbors a
hope that Russia, the PRC, and India could form a loose coalition to help
balance overweening American power. Even though former Russian foreign
minister Yevgeny Primakov once floated this proposal, it found few serious
adherents in New Delhi. Given the growing bonds in Indo-American ties
and India’s continuing mistrust of the PRC’s interests and actions, it is most
unlikely that any such coalition will emerge.

ASIAN COMPETITORS AND POTENTIAL ALLIES

Closer to home, India has attempted, with varying degrees of success, to
improve relations with the People’s Republic of China (PRC).31 This re-
lationship had been troubled since the late 1950s and had contributed
to a major border war in 1962.32 Subsequently, relations had long re-
mained strained until 1988 when Prime Minister Rajiv Gandhi under-
took an initiative to try and improve relations. Ironically, the Gandhi
visit took place two years after a border clash at Sumdurong Chu in 1986
that almost contributed to yet another border war.33 In the aftermath of
Gandhi’s visit a series of high-level discussions ensued to reduce ten-
sions, to promote trade, and to expand the ambit of diplomatic cooper-
ation. Despite these efforts, the two sides made glacial progress in their
attempts to resolve the border dispute. Nevertheless, both countries
found it expedient to try and limit the possibilities of inadvertent con-
flict along the disputed border. To that end, India reached two significant
confidence-building measures (CBMs) with the PRC in 1993 and 1996.34

Also, Sino-Indian trade expanded dramatically in the early part of the
next decade, with China poised to now surpass the United States as In-
dia’s largest trading partner.

Despite all these positive developments, the relationship is far from
being a stable partnership.35 At least three fundamental issues divide the
two states. First, the border dispute remains unresolved, and it is highly
unlikely that any swift resolution thereof is forthcoming. In November
2006, for example, the two countries had a highly publicized disagree-
ment about the exact status of a region in India’s northeast, Arunachal
Pradesh. To the surprise of Indian officials, the PRC reiterated its claim
to that region.36 Second, India and China, despite an agreement to the
contrary, remain locked into an inexorable competition to secure hydro-
carbon resources from third parties to fuel their economic growth.37

Such competition is simply unlikely to abate; relative gains, as scholars
of international relations have long argued, matter much in global poli-
tics.38 Finally, and perhaps most importantly, the two states have self-im-
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ages as great powers in Asia and beyond. The PRC may wish to have cor-
dial relations with India but has little or no interest in facilitating India’s
attempts to transcend its South Asian status. Specifically, it has expressed
grave reservations about India’s support for and interest in ballistic mis-
sile defenses, refused to support India’s quest for a permanent seat in an
expanded United Nations Security Council, and has questioned the pro-
priety of the U.S-India civilian nuclear accord. Consequently, it is evi-
dent that despite an improvement in the atmospherics of this relationship,
major substantive differences still persist. Relations between these two
major Asian powers for the foreseeable future will therefore remain com-
petitive.

It is in this context that one must examine India’s growing ties to South-
east Asia. The overall transformation of India’s foreign policy enabled it to
repair long-neglected relations with the economically dynamic states of
Southeast Asia.39 During the Cold War India had largely shunned the
Southeast Asian nations, viewing them as little more than American
stooges. It had also damaged its relations with many of the key Southeast
Asian states through its support for the Vietnamese invasion of Cambodia
and the support of the Heng Samrin regime.

This effort to fashion a new set of relationships with Southeast Asia was
part of Prime Minister Narasimha Rao’s “Look East” policy designed to at-
tract investment from and seek new markets in the region. Accordingly, in
1992, India was invited to become a sectoral dialogue partner of ASEAN.
The steady opening of the Indian economy and continued diplomatic en-
gagement enabled India to become a full dialogue partner in 1995 and a
member of the ASEAN Regional Forum in 1996.

Over the past decade, the density of interactions with the ASEAN states
has been dramatic and has gone well beyond the initial interest in trade, in-
vestment, and tourism. For example, in early November 2000, India pro-
posed the creation of the Ganga-Mekong Cooperation project in Vientiane.
This project is designed to enhance cooperation among India, Thailand,
Vietnam, Laos, Cambodia, and Myanmar in such areas as culture, educa-
tion, tourism and transport, and communications.40 It is pertinent to un-
derscore that two states, China and Bangladesh, were conspicuous in their
absence in this new group of nations.

The steady growth of the Indian economy and its increasing openness
throughout the 1990s provided increasing opportunities for cooperation
with ASEAN. Accordingly, India became a summit-level partner in 2002
and at the third ASEAN-India Summit held in November 2004 in Vien-
tiane, India and ASEAN signed the “ASEAN-India Partnership for Peace,
Progress and Shared Prosperity” document. This scheme spelled out 
the guidelines for long-term engagement between India and ASEAN.41
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Questions of trade and investment alone, however, were no longer the
reason for the increasing density of ties between India and ASEAN after
the events of September 11, 2001. Many of the ASEAN states and cer-
tainly India had coped with violent insurgent movements and various
terrorist groups long before the increased focus on transnational terror
that ensued in the wake of the terrorist attacks on the United States. Not
surprisingly, anti-terror cooperation has also become an important
strand in the Indo-ASEAN relationship.42

Apart from seeking to expand both trade and investment and promoting
transnational cooperation against terror, there remains an unspoken ele-
ment in India’s quest to build a set of viable diplomatic ties with the South-
east Asian states. Though the subject of routine public denials, privately In-
dian policymakers concede that an important Indian strategic goal remains
the desire to limit China’s influence in the region. To varying degrees, vari-
ous Southeast Asian states also see India as a potential balancer to growing
Chinese power. Not surprisingly India has managed to quicken the growth
of military-to-military contacts with a number of key Southeast Asian
states.43

Along with this expansion of trade, diplomatic contacts, and military-to-
military ties, India has also started to broaden its diplomatic contacts with
Japan. Indo-Japanese relations had a mostly economic dimension during
much of the Cold War as India was the recipient of Japanese economic as-
sistance and investment. Furthermore, the Japanese had little use for India’s
non-alignment policies and its closeness with the Soviet Union. Sustained
economic growth in India and India’s more pragmatic foreign policy led to
a significant change in the Indo-Japanese relationship in the 1990s. Obvi-
ously, the Indian nuclear tests of 1998 again led to a brief diplomatic rup-
ture. However, as the other great powers, most notably the United States,
grudgingly came to accept India’s new status, Japan also followed suit.

Today, the Indo-Japanese relationship is taking on broader dimensions as
Japan sees India’s military prowess as an important asset in an uncertain
strategic environment.44 Though both parties are at pains to deny that these
newfound military ties are directed at any third party, it is clear that both
India and Japan share some common concerns about the possible course of
China’s rise and its impact on their mutual security interests.45 Beyond this
desire to pursue a hedging strategy against the PRC, the two sides have also
envisaged a dramatic expansion of their bilateral ties. Following Prime Min-
ister Manmohan Singh’s visit to Japan in December 2006, the two parties
spelled out a broad vision for a multifaceted relationship that would focus
on, but not be limited to, cooperation in aerospace, global climate change,
energy security, increased foreign direct investment, and the forging of a
comprehensive economic partnership.
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DISTANT NEIGHBORS: 
PAKISTAN, BANGLADESH, AND SRI LANKA

There is little question that deft Indian diplomacy, the steady opening of In-
dia’s economy, and a raft of internal, market-oriented reforms have done
much to transform India’s relations with a host of Asian states. However, it
is still far from clear that India has managed to devise a set of viable strate-
gies for dealing with its often pesky and contentious neighbors. India’s
problems with Pakistan, of course, hark back to the partition of the sub-
continent in 1947 and are rooted in the dispute over the status of the Mus-
lim-majority state of Jammu and Kashmir.46 Since 1989, however, the rela-
tionship has become especially fraught with tension, thanks to the outbreak
of an ethno-religious insurgency in the Indian-controlled portion of the dis-
puted state. The roots of this insurgency can be traced to Indian domestic
politics.47 However, Pakistan’s involvement in the insurgency has greatly ex-
panded its scope and lengthened its duration.48 As a consequence of Pak-
istan’s support for some of the insurgent groups and their feckless actions,
a series of crises have punctuated Indo-Pakistani relations over the past
decade.49 Periodic efforts to reduce tensions have mostly floundered over
fundamental and seemingly irreconcilable differences over how to resolve
the vexed Kashmir question. Given the unwillingness of any regime in Pak-
istan to reconcile itself to the status quo in Kashmir, in the end the dispute
may reach a permanent stalemate. The national trajectories of India and
Pakistan are markedly different, and the institutional, military, and eco-
nomic gaps between the two states are likely to widen in the years ahead.50

While Pakistan may remain utterly unreconciled to the status quo in Kash-
mir, its ability to coerce India into making significant concessions will
steadily decline. Consequently, while political rapprochement is most un-
likely, the rivalry is likely to lose much of its force.

Indeed, given India’s growing presence in Central Asia (and even
Afghanistan in the post-Taliban phase), Pakistan may deem it expedient to
reach some accommodation with India. Despite grand hopes of using the
common bonds of Islam to insinuate itself into the good graces of the for-
mer Soviet Central Asian states, Pakistan has not succeeded in gaining sub-
stantial ground. Instead, India, through concerted and deft diplomacy, has
managed to steadily extend its influence in the region despite the barriers
of geography through security assistance, increased trade, and diplomatic
engagement.51

India’s relations with Bangladesh, the country it helped create in 1971,
remain laden with tension and distrust. Questions of sharing river wa-
ters, trade and tariff reductions, smuggling, illegal immigration from
Bangladesh, the seemingly unbridled growth of Islamic militancy, and
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the persistence of some minor territorial disputes have long dogged
Indo-Bangladeshi relations.52 Given Bangladesh’s endemic and structural
problems of governance and its deep-seated fears of Indian domination,
only the most sagacious Indian policies designed to assuage the real and
imagined misgivings of its weak and contentious neighbor will ensure an
improvement in relations. Unfortunately, few governments in New Delhi
have evinced much interest in forging such a set of coherent policies that
would help ameliorate the distrust that characterizes Indo-Bangladeshi
relations.

Among all of India’s small neighbors, India now enjoys perhaps the most
cordial relationship with Sri Lanka. India’s relations with Sri Lanka had
plummeted in the aftermath of the ill-fated, poorly conceived, and clumsily
implemented Indo–Sri Lankan Accord of 1987 and the even more disas-
trous Indian Peace Keeping Force episode of 1987–1989.53 Today the gov-
ernment in New Delhi is keen on cooperating with the Sri Lankan regime
to bolster the country’s stability and to contain the Liberation Tigers of
Tamil Eelam, the insurgent group that has long been fighting for the cre-
ation of a separate Tamil state in Sri Lanka.54 Though differences still re-
main with Sri Lanka on questions of trade and the future of the Tamil com-
munity, the relationship today is a far cry from the troubled period of the
1980s.

THE DOMESTIC DIMENSION: 
STEPS FORWARD AND THE PITFALLS AHEAD

For all practical purposes, India’s decision makers have broken certain
“mind-forged manacles”—to borrow that evocative expression from the
great English poet William Blake—and have embarked on a new grand
strategy. However, a section of India’s “attentive public” and some members
of its political establishment, most notably those in the two communist
parties, still harbor visions of resurrecting the moribund doctrine of non-
alignment and strategies of state-led industrialization. Despite the turning
of the global ideological tide, they maintain an unswerving commitment to
the ideals of yesteryear. Consequently, these groups still constitute an im-
portant constraint on the ongoing transformation of India’s foreign, secu-
rity, and economic policies. India’s ability to forge ahead with the substan-
tial changes that it has managed to bring about will, in considerable part,
depend on the ability of any ruling regime to limit and contain the influ-
ence of these groups.

Yet there is little question that India, while on a new and successful path
of economic growth and diplomatic engagement, cannot afford to ignore
some serious domestic challenges if it hopes to rise to the rank of a major
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power. It is unnecessary to enumerate all the domestic challenges that India
confronts. However, there are some infirmities to the Indian polity that are
important to underscore. Despite its professed commitment to social justice
and equity, India has some of the world’s worst social indicators. In 2006,
for example, the United Nations Human Development Report placed India
at 126 among the 177 countries surveyed. This standing is understandable
given that the government of India contributes less than a quarter of the to-
tal expenditure on health care. The comparable figures for China and the
United States are 36.2 percent and 44.6 percent, respectively. Similarly,
there are six physicians and eight hospital beds available for every ten thou-
sand Indian citizens. The comparable statistics are sixteen physicians and
twenty-five hospital beds and twenty-three and thirty-three for China and
the United States, respectively. Perhaps, in a most telling fashion, however,
despite steady economic growth for well over a decade, some 26 percent of
India’s population still remains mired in abject, grinding, and dehumaniz-
ing poverty.55 India’s pathway to great power status consequently is still
strewn with a number of important obstacles. None of them are insupera-
ble, but they will require imaginative and efficacious policy choices if they
are to be overcome.

CONCLUSION

Will India realize its long-held hopes and aspirations to emerge as a great
power in Asia and beyond? The answer to that question is far from certain.
The country still faces significant domestic challenges and regional con-
straints on the path to such a status. These hurdles are far from trivial and
will require concerted efforts and sustained action on the part of any regime
that comes to power in New Delhi.

Three concluding observations about the likely course of India’s choices
in the foreseeable future are in order. First, it is clear that despite some lin-
gering domestic opposition, the country has now embarked upon a funda-
mentally new course, one that is mostly shorn of past ideological baggage
both in the realms of foreign and domestic policies. The jettisoning of such
ideological ballast and the concomitant policy changes have enabled the
country to post high rates of economic growth, reduce rural and urban
poverty, pursue defense modernization, and start a process of diplomatic
engagement with the key Asian states and beyond. The degree of popular
support that these policies command in India’s fractious democratic polity
is considerable. Consequently, barring the emergence of a vastly different
political configuration in New Delhi thanks to some unexpected electoral
upheaval, these policies will continue to enjoy a political consensus and
will be pursued into the foreseeable future.

The Rise of India in Asia 163



Second, regardless of the government in power in New Delhi, the
country will not abandon its tradition of prickly independence. This
drive for autonomy is deeply rooted in India’s political culture and is un-
likely to dissipate easily. Any major state seeking to work with India will
have to take account of this deep-seated proclivity in India’s decision-
making apparatus.

Third, and finally, it is worth noting that despite India’s dramatic rise in
the past decade, few states in Asia or beyond have expressed any serious
concerns about the potential dangers it may pose to the emergent Asian or-
der. On the contrary, apart from India’s subcontinental neighbors and the
PRC, who have long had real and perceived grievances against India, the
vast majority of Asia appears eager to engage an increasingly commercially
open, diplomatically assertive, and militarily powerful India.

Three compelling reasons may be adduced to explain the lack of global
and regional misgivings about India’s rise. First, India, for the most part, is
no longer seeking to lead a global coalition that seeks to challenge the ex-
isting international order. The hoary commitments to global disarmament,
non-alignment, and Third World solidarity have, for all practical purposes,
been abandoned. India may still forge ad hoc coalitions with key states
such as South Africa, Brazil, and China on contentious issues such as cli-
mate change and international trade. However, these alliances will be
strictly temporary, ad hoc, and confined to specific issues. They do not rep-
resent an attempt to fashion an alternative international colossus to chal-
lenge the extant great powers. Second, India has to a very large extent ac-
cepted the precepts of a neo-Liberal global order. It may seek changes in
that order to suit its particular national interests, but it is downright un-
likely to offer any meaningful challenge to it. Third and finally, India is a
democracy. While a vigorous debate exists about the lack of war proneness
among democracies, they are, however, deemed to be less threatening than
autocratic or authoritarian states.56

What is a rising India’s likely impact on the emergent Asian international
order? Obviously, it is all but impossible to make firm, robust predictions
about the evolution of India’s foreign policy and its influence of the shape
of the future Asian international order. Nevertheless, it is possible to ex-
trapolate a few general propositions based upon existing conditions.

The discussion can be woven around three distinct issues: economic,
strategic, and diplomatic. If India continues to embrace a neoliberal path of
economic development, it is reasonable to expect it to become far more
closely integrated with the dynamic economies of Southeast Asia. Not only
should India become an important destination for investment, but it
should also become a significant market for a range of goods and services
from these states. On the other hand, India’s continued growth will also
mean that it will be in increasing competition for energy resources. This
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will, among other factors, without a doubt, sustain the competitive rela-
tionship with the PRC.

In the strategic arena, a more militarily powerful India will be in a posi-
tion to provide certain public goods for the region. Most importantly, as a
significant littoral state, it has a vital interest in maintaining the security of
sea lanes athwart both its coasts. Already, in the aftermath of the terrorist at-
tacks of September 11, 2001, units of the Indian Navy have assisted the U.S.
7th Fleet in anti-piracy and counterterrorism operations in and around the
Strait of Malacca. It is entirely within reason to assume that such coopera-
tion can easily be extended and broadened to the benefit of many South-
east Asian states.

Finally, growing Indian diplomatic engagement through the ARF could
offer the states of Southeast Asia an important counterweight to an over-
bearing PRC. Though India’s political leadership is mindful of wanting to
avoid any direct confrontations with the PRC, they are nevertheless willing
to work with other key Asian states, most notably Japan, to provide an ele-
ment of reassurance to the smaller states of Asia, which are understandably
concerned about a resurgent PRC.
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In his late Tokugawa-era essay, A Discourse by Three Drunkards on Govern-
ment, Nakae Chomin imagines a master drinker leading two friends
through an evening of inebriated debate about Japan’s future course in Asia.
One of his drinking partners is a “gentleman of Western learning” who
wears European clothes and extols the virtues of democracy, individual
rights, and economic development. The other wears the feudal garb of a
samurai and argues for a realpolitik strategy of military expansion to sup-
plant China and rival Britain as the dominant imperial power in Asia. In the
end, the master drinker concludes that Japan must balance both courses,
embracing Western learning and economic development while simultane-
ously expanding Japanese power in Asia. Yet this synthesis leaves the reader
well aware of the unresolved tensions between these two visions of Japan’s
future that emerged in the period between the arrival of Commodore
Perry’s Black Ships and the Meiji restoration.1

THE SEARCH FOR STRATEGY

Few nations in history have been more racked with self-doubt about their
national strategy than Japan. Fewer still have held so tenaciously to their na-
tional interests or been more acutely aware of the power relations around
them. For Japan, the drivers of national strategy have essentially been the
same since the time of A Discourse by Three Drunkards on Government: pur-
suing autonomy and respect in the international system based on calcula-
tion of the geopolitical strength of China (with Korea as the trigger) and ac-
commodation to the prevailing international power structure.2 Yet as
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consistent as these drivers have been throughout modern Japanese history,
the tools used have varied dramatically. Indeed, Japan has reinvented itself
at various periods in history to maximize its sources of national power and
its relative autonomy in the context of the international system at the time.
At times Japan has gone the way of the Western gentleman of learning; at
other times, the way of the man of tradition.

The Meiji oligarchs at the end of the nineteenth century based their strat-
egy on the four-character slogan fukukoku kyohei or “rich nation/strong
arm,” using Western learning to build national wealth and from that a
modern army and navy. The results were astounding; from 1860 to 1938
Japan’s share of global GDP only rose from 2.6 percent to 3.8 percent, yet
Japan asserted itself as a contender for dominance of half the globe.3 Japan’s
defeat of China in 1895 and Russia in 1905 inspired young nationalists and
anti-imperialists across Asia, and Japanese strategic thinkers espoused an
idealistic pan-Asianism based on Japan’s own experience of wakon/yosai or
“Japanese spirit and Western learning.” That pan-Asian idealism soon gave
way to a much uglier imperial order based on a traditional Asian hierarchy
and dangerous brew of racial insecurity toward the West and oppressive su-
periority toward nations of the East. Japan also made the mistake of align-
ing itself with Nazi Germany in a misreading of the trends in the interna-
tional power structure. The result was calamity for Japan and for Asia.

After the war Japan was forced to accommodate to a new international
power structure under the American imperium and realigned its institutions
to maximize Japanese power and autonomy within that new context. Un-
der the masterful postwar prime minister Yoshida Shigeru, Japan embraced
the institutions of democracy and established an alliance relationship with
the United States, while ensuring that the pacifist Article Nine of the Japan-
ese Constitution was institutionalized in domestic law and policy as a brake
against entrapment in U.S. Cold War strategy. Japan pursued the minimal
defense buildup necessary to retain the U.S. defense commitment while fo-
cusing on economic recovery and the pursuit of a new relationship with
Asia—including communist China—based on trade.

By the end of the Cold War, many Japanese strategic thinkers began to ar-
gue that Japan’s new model of economic growth had surpassed traditional
capitalism and would position Japan as a dominant player in the twenty-first
century, free to pursue “independent” foreign policies and shape a new Asian
economic order without traditional military tools, while allied with the
world’s sole greatest power, but not dependent upon it. However, this vision
was dashed in the 1990s as Japan was paralyzed by inaction during the Gulf
War, bereft of a credible economic model after the collapse of the bubble,
unable to use economic interdependence to shape China’s rapidly expand-
ing strategic and military reach, and threatened by a North Korea bent on de-
veloping nuclear weapons. After almost a decade of drift and uncertainty,
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Japan began to regain its confidence with Prime Minister Koizumi Junichiro
(2001–2006) and to capture international attention with a new assertiveness
in international security and a relaxation of traditional postwar constraints
related to Article Nine of the Constitution. But then the course of national
strategy seemed uncertain again as Koizumi’s successor, Abe Shinzo, stum-
bled politically in 2007.

Japan’s search for strategy has both confounded and enriched theories
of international relations. Traditional structural Realists such as Henry
Kissinger and Herman Kahn have argued that it is unthinkable that Japan
could develop economic power without eventually establishing commen-
surate military power, including nuclear weapons.4 Constructivists like
Peter Katzenstein have developed generalizable theories around the ex-
ample of Japan by arguing that Japan’s political culture has indeed
changed as pacifism has been reinforced through postwar norms and in-
stitutions based on Article Nine of the Constitution.5 Revisionist theories
of international political economy thrived in the 1980s and early 1990s
on the idea that Japan had, in fact, developed a new model of techno-na-
tionalist economic growth and production networks in Asia.6 Richard
Samuels and Eric Heginbotham returned to Realist theories of interna-
tional relations to argue that Japan’s behavior was Realist, but based on a
new “mercantile” Realism rather than traditional military-centered con-
cepts of neo-Realist theory or more recent variations of economic theory.7

I argued in Japan’s Reluctant Realism in 2001 that Japan’s strategic culture
was shifting from traditional pacifism and passivity toward more pro-
nounced balance of power behavior in response to rising external threats
and the failure of traditional economic tools to enhance security.8 In his
important study of the history and revival of Japanese strategic thinking,
Kenneth Pyle argued convincingly in 2007 that Japan has always been Re-
alist and is returning to its roots in many respects as it asserts itself again
in Asia.9

What emerges from these various studies of Japanese strategic thinking is
an unmistakable trail of trial and error and exploration of tools that allow
Japan to maximize its autonomy and power in light of two drivers noted
earlier: calculation of the geopolitical strength of China (and Korea) and ac-
commodation to the prevailing international power structure. Yet Japanese
institutions and norms remain sticky and inflexible, confusing the search
for a new strategy even as Japanese leaders attempt once again to realign
their tool kit as the geopolitics of Asia enter a period of flux.

The remainder of this chapter unbundles that tool kit, assessing what has
and has not worked for Japan in Asia today and what elements are most
likely to characterize Japanese strategy in the years ahead. The chapter is di-
vided into five sections. The first begins with an examination of the tools
that were thought most promising until a decade ago—close relations with
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China and economic leadership in bringing a new order to the region—and
how failure in those areas has changed Japanese strategy and the use of
these tools today. The second section examines Japan’s return to the center-
piece of its strategy in Asia: its alliance with the United States and the op-
portunities and complications that has brought. The third section explores
the Japanese balancing strategy in Asia in three areas. The fourth section ex-
amines Japan’s strategy for shaping regional integration and institution-
building. The fifth section reviews the unfinished business of history, why
it is difficult for the Japanese elite to resolve, and where it does and does not
undercut Japanese influence. Finally, the chapter concludes with a review of
the variables that could lead Japan in a different direction with a different
tool kit than the one examined here.

CHINA

When Japan emerged from the ruins of the Second World War and prepared
to re-enter the community of nations, the conservative elite advanced dif-
ferent ideas about what role a newly democratized Japan would play. Some
former bureaucrats from the Ministry of Commerce and Industry, like Kishi
Nobusuke, wanted to align closely with the United States in the struggle
against communism, even cooperating after the Korean War to turn Japan
into an arsenal for Asia. Others, like Democratic Party leader Hatoyama
Ichiro, wanted to establish greater independence from the United States by
signing a peace treaty with Russia (still not signed to this day) and revising
Japan’s Constitution. Still others wanted to eschew any military buildup
that might lead Japan down the road to war again. Pulling these disparate
camps together into a ruling coalition fell to Yoshida Shigeru, who defined
a simple strategy for Japan that brought all conservatives under one tent
and assured they would dominate politics and marginalize the socialists
and the communists for the next half century.

Beneath that broad conservative tent, however, were different ideas
about Asia and specifically China. Yoshida established the mainstream
view, which was based on a prescient assumption that communist China
would eventually wean itself from the Soviet Union and grow closer to
Japan based on commerce. While “anti-mainstream” conservatives contin-
ued to favor the Republic of China on Taiwan, Yoshida’s protégés ensured
that Japan avoided any involvement in the security of Taiwan or con-
frontation with Beijing as a proxy of the United States. Prime Minister Sato
Eisaku agreed in a joint statement with President Nixon that Japan had an
interest in the stability of the Taiwan Strait in 1969, but only because he
had to do so in order to win Nixon’s commitment to return Okinawa to
Japanese sovereignty. There was no follow-up in defense or foreign policy
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strategy. Indeed, throughout that same period, Japan quietly expanded
economic relations with China through the semi-official “L-T” (Liao
Chengzhi and Tatsunosuke Takasaki) trade, and after Kissinger’s 1972 visit
to China, Japanese prime minister Tanaka Kakuei immediately normalized
relations with Beijing (a full seven years before Washington did). In 1978
Japan and China signed a Treaty of Friendship that initiated Japanese yen
loans, which Tokyo interpreted as aid and Beijing as compensation for
Japan’s war with China (amounting to over US$1 billion at their peak in
the early 1990s). Japan also worked as a broker to help China and the West
re-engage after the June 4, 1989, Tiananmen incident, breaking out of the
West’s sanctions regime set at the 1990 Houston Summit. Yoshida’s pre-
dictions were uncannily accurate, and intellectuals in Japan began arguing
for a more “balanced” trilateral relationship among Beijing, Washington,
and Tokyo.

In the mid-1990s, however, Japan’s relations with China suddenly began
to change. Yoshida was right about the degree of Sino-Japanese economic
interdependence, but he failed to anticipate how difficult it would be to
harness that interdependence to shape Chinese behavior. The turning point
came on May 15, 1995, when China tested nuclear weapons at the Lop Nor
facility. Japanese diplomats warned that Sino-Japanese economic relations
and yen loans could be put at risk by the tests, and Japanese political par-
ties of all stripes were critical of Beijing. But the tests proceeded. In March
1996 China bracketed Taiwan with missiles. Japan and the United States in
April of that year reaffirmed the U.S.-Japan alliance in a joint Security Dec-
laration between Prime Minister Hashimoto Ryutaro and President Bill
Clinton, and Tokyo agreed to revise its defense guidelines to plan not only
for the Cold War contingencies of a direct Soviet attack on the Japanese
homeland, but also for “situations in the area surrounding Japan that have
a direct effect on Japan’s security.” Over the course of the next decade, the
Sino-Japanese rivalry became an unmistakable feature of Asian interna-
tional relations.

The experiences of the mid-1990s taught the Japanese public and elite
how uncertain Chinese intentions were and how ill-equipped Japan was
to shape Chinese behavior: economic tools were less effective than ex-
pected and China’s economic growth was rising to double digits at a time
when Japan was in sustained deflation and unlikely to break 2 percent
growth per year under the best scenario. Specific military and diplomatic
threats also grew over the next decade. Japan’s Defense White Paper
steadily elevated its warnings about China’s military buildup, noting in
2007 that China holds a “significant number” of IRBM/MRBMs (interme-
diate-range ballistic missile/medium-range ballistic missiles) that could
target Japan, including DF-3 and DF-21, in addition to programs to develop
cruise missiles, new submarines, and a rapidly increasing inventory of
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fourth-generation fighters including the J-10, Su-27, and Su-30s.10 A Chi-
nese submarine circumnavigated Japan in 2004 and then entered Japanese
territorial waters in 2005, and three Chinese destroyers aimed their deck
guns at Japanese P-3C patrol planes that were sent to monitor their activi-
ties around the disputed Senkaku/Diaoyutai Islands in 2005.11 On the
diplomatic front, Chinese diplomats fanned out across Asia and Africa in
2005 to lobby against Japan’s bid for a permanent UN Security Council Seat
based on the “consensus” that Japan had failed to atone for its crimes from
the Second World War.

Changes in Japanese domestic politics have both complicated and been
propelled by these developments. The Sino-Japanese relationship during
the Cold War was held in place by the mainstream factions of the Liberal
Democratic Party (LDP) and particularly the faction of Prime Minister
Tanaka, which dominated the party from 1972 until 1993 and sustained a
largely non-ideological focus on developing the Japanese economy. The
structure of Japanese politics reflected the structure of the Cold War, and
with the collapse of the Soviet Union, the Japanese left quickly declined
and the once mainstream Tanaka faction steadily lost ground to a younger
generation of conservative politicians in both the LDP and the new oppo-
sition Democratic Party of Japan who favored the assertive and unapolo-
getic policies of Hatoyama and Kishi. For this new generation, standing up
to China has become a matter not only of national security, but also na-
tional identity.

China, too, has struggled with a Japan that it did not anticipate. The 1978
Treaty of Peace and Friendship was supposed to lock the bilateral relation-
ship in based on the verdict of the Tokyo War Crimes Tribunal. As Chinese
president Jiang Zemin said during a disastrous visit to Tokyo in October
1998, it was not a matter of accepting Japanese apologies, but for Japan to
retain a contrite position forever.12 Indeed, after the 1978 treaty, Beijing
found that it could mobilize the left and center-left in Japan to oppose ef-
forts at revising textbooks or official visits to the Yasukuni Shrine, which
honors Japan’s war dead (including thirteen Class A war criminals). But as
President Jiang found during his visit to Tokyo in 1998, the mainstream was
shifting away from China, and the more Beijing pressed for restraint on sen-
sitive historical issues, the more the Japanese public supported a resolute
prime minister who would carry forward in spite of Chinese pressures. The
ability of the two governments and political systems to manage these issues
hit its nadir in 2005–2006. Prime Minister Koizumi came into office in
2001 without an anti-China agenda and took an early trip to the Marco
Polo Bridge where the Sino-Japanese War began in 1937 to express his re-
gret. But he also promised the Japanese Bereaved Families Association (Iz-
zokai) in a tearful meeting that he would go to the Yasukuni Shrine to pay
respects to their lost relatives from the war. The Chinese were furious, and
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President Hu Jintao tried to convince Koizumi not to go when the two met
at the margins of the Bandung Summit in 2005.13 But Koizumi promised
only to do the “appropriate thing”—which meant that he eventually visited
Yasukuni Shrine. Hu publicly declared that he would not have a bilateral
summit with Koizumi until the Japanese prime minister promised not to
visit the shrine. A majority of Japanese, even many who did not approve of
the shrine visits earlier, supported Koizumi’s visits.14 When Chinese mobs
attacked the car of a senior Japanese VIP after Japan defeated China in the
2005 Asia World Cup match, the Japanese public’s sense of being the victim
only increased.

Koizumi’s final visit to Yasukuni as prime minister came on August 15,
2007, the anniversary of Japan’s surrender and a highly sensitive date for
all of Japan’s wartime enemies and victims. Ironically, however, this
opened the door for his successor, Abe Shinzo (who was more hawkish on
China than Koizumi had ever been), to reach a new rapprochement by
traveling to Beijing on October 9, 2007, where he was warmly received by
a Chinese leadership that had grown nervous about the sudden deteriora-
tion of Sino-Japanese ties and saw in Abe a chance for a new beginning.
Hu wisely chose not to press Abe publicly to stay away from Yasukuni, just
as Abe wisely chose not to promise his domestic constituents that he
would go.15 Abe’s successor, Fukuda Yasuo, and China’s President Hu Jin-
tao exchanged state visits in early 2008. These further improved the at-
mosphere between the two nations, but not the underlying sources of
strategic, ideational, and military tension.

This era of “warm economics and cold politics” has defied international
relations theory, and yet it characterizes the likely state of Sino-Japanese re-
lations for some time to come. The greatest irony is that Japan’s economic
recovery in 2004–2006 after years of struggling with deflation required both
Koizumi’s reforms and a surging Chinese economy to absorb Japanese ex-
ports that eventually went to the United States after final assembly in
China. Sino-Japanese trade surpassed Japan’s trade with the United States
in 2005, and statistics by the Japan Bank for International Cooperation in-
dicate that Japanese executives continue to see China as their primary target
for direct overseas investment.16 Yet Japanese public opinion of China has
barely improved after plummeting from the positive views held of China
during the golden years of the 1980s (fig. 8.1).

The psychological, military, and diplomatic challenges posed by China’s
sudden rise and uncertain future are inescapable for Japan. Asia retains its
hierarchical pull, and Japan and China have never been powerful at the
same time the way they are today. Chinese and Japanese aspirations also
collide. Both nations are motivated by a profound sense of incompleteness.
China seeks territorial integrity and a return to its central role in the region,
but it confronts a Japan that seeks to move beyond the postwar period and
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to re-establish lost national pride. Japan’s economic interdependence with
China provides a stability to the two countries’ bilateral relations, but not a
certainty or predictability about where they will head.

THE KOREAN PENINSULA

Just behind China as the regional variable that most affects Japanese foreign
policy strategy is the Korea Peninsula. Meiji oligarch Yamagata Aritomo fa-
mously referred to the Korea Peninsula as a “strategic dagger aimed at the
heart of Japan.” Korea was the traditional route for all things that flowed
from continental Asia to Japan, including Buddhism, Chinese characters,
Mongol invaders, soba noodles, and probably even sushi (though the last
is still contested). It was the tension between the pro-Japan modernizers
and the pro-China traditionalists in the Korean court that led Japan down
the path to war with China in 1894–1895, and it was Russian expansion
into Manchuria and toward Korea that led to the 1904–1905 Russo-Japan-
ese War as Japan sought the “line of maximum advantage” to protect its in-
terests on the peninsula. The outbreak of the Korean War in 1950 did more
than any other postwar event to establish Japan’s current foreign policy tra-
jectory, including the first U.S.-Japan alliance in 1951, not to mention
launching Japan’s economic recovery. Throughout the Cold War, Japan was
quick to dispatch emissaries to Washington to sustain U.S. support for a
military presence on the Korea Peninsula, most notably in the wake of Pres-
ident-elect Jimmy Carter’s pledge in 1976 that he would pull all U.S. troops
out of South Korea.17

But even as Japan worked to maintain a U.S. defense commitment to
South Korea, successive Japanese governments also strived to establish their
own relationships on the peninsula in diplomatic and commercial terms.
Diplomatic relations were established with Seoul in 1965 together with a
significant Japanese aid package. North Korea proved more difficult, but as
Japan emerged from the Cold War with a strong economy and a hope that
bipolar tensions in the international system would contribute to a resolu-
tion of issues with Pyongyang, there was a euphoria about normalization of
ties. Motivated by an estimated $600 million in annual remissions to North
Koreans in Japan (much of which found its way into politicians’ accounts
in Tokyo) and by the chance to show independent Japanese diplomatic ini-
tiative, LDP strongman Kanemaru Shin visited North Korean leader Kim Il
Sung in 1990 and emerged from a meeting with Kim Il Sung pledging to
stake his political life on the goal of full normalization in a tearful press
conference. Japan-DPRK (Democratic People’s Republic of Korea) normal-
ization talks have been on again and off again ever since. But the euphoria
of the Kanemaru visit did not last for long.
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The changing nature of the North Korean threat to Japan became appar-
ent in 1993 when a U.S. National Intelligence Estimate (NIE) was leaked,
which assessed that Pyongyang may already have the bomb, and then in
1994 when Pyongyang launched a Nodong missile over Japan (at the time
the public thought it had landed in the Sea of Japan). Domestic political re-
structuring in Japan also had an effect. Many of the same LDP old guard
leaders who had been holding together Japan-China relations were also the
ones, like Kanemaru, who had been working on North Korea, backed by the
Japan Socialist Party. Their demise, including the arrest of Kanemaru on cor-
ruption charges and the collapse of the socialists, left North Korea policy
open to a younger and more nationalistic group of politicians. One of those
politicians was Abe Shinzo, who rose to prominence as Koizumi’s lieu-
tenant and an advocate of a tougher line on North Korea. Abe’s hard-line
view on North Korea was popular with a public that had watched North Ko-
rea deploy two hundred Nodong missiles aimed at Japan, sell metham-
phetamines to Japanese kids, test a long-range Taepodong missile over
Japanese airspace in 1998, and then nuclear weapons in October 2006. The
most emotional issue of all was the confirmation that dozens of Japanese
citizens had, in fact, been abducted by North Korean agents in the 1970s
and 1980s even though the Japanese government had been denying there
was proof. When Prime Minister Koizumi succeeded in winning the release
of five of the abductees after a dramatic visit to Pyongyang in September
2002, the stories the returning Japanese citizens told infuriated the Japan-
ese public even more. Today, 74 percent of Japanese express negative views
toward North Korea in public opinion polls.18

The Japanese view of North Korea has been a critical driver of Japan’s for-
eign policy strategy in the beginning of the twenty-first century, but many
Japanese conservative elites view the North Korean threat as a useful proxy
to shake the public out of its pacifist complacency and prepare for longer
term competition with China without having to make difficult choices on
issues such as missile defense or U.S.-Japan defense cooperation that would
lead to open confrontation with Beijing.

Japan’s relations with South Korea have defied that same careful strategic
calculation. Relations between these two democratic allies of the United
States began to improve significantly after Japanese prime minister Obuchi
Keizo offered remorse and apology to South Korean president Kim Dae
Jung in Tokyo in 1998 and Kim accepted the apology (something that the
Chinese president had been unwilling to do a few months earlier, leading
Obuchi to only express “remorse”). The U.S.-Japan-ROK Trilateral Coordi-
nation and Oversight Group (TCOG) established by U.S. special envoy for
North Korea William Perry also cemented Japan-Korea ties on North Korea
policy in 1999. Japan and Korea also launched negotiations on a free trade
agreement (FTA) in this same period.
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Given Japan’s growing sense of competition with China and threat from
North Korea, one would expect Tokyo to continue courting Seoul and
maintaining an influence on the peninsula. Instead, Japan-ROK relations
unexpectedly deteriorated and Japan lost influence. The downward spiral
began in April 2004 when Shimane Prefecture passed a resolution declaring
Takeshima (Tokdo in Korean) Japanese territory, and South Korean presi-
dent Roh Moo Hyun launched an anti-Japanese campaign to put the his-
torically more pro-Japan conservatives on the defensive. Rather than focus-
ing on its larger interests on the Korea Peninsula, the Japanese Foreign
Ministry continued pressing for international recognition of Japan’s claims
to the contested territory—pouring more fuel onto the flames. Prime Min-
ister Koizumi’s visits to the Yasukuni Shrine complicated the issue further,
and then Prime Minister Abe’s ill-considered comments in March 2007
seeming to justify Japan’s wartime treatment of impressed sexual workers or
“comfort women” from Korea led to open competition between the two
governments as they lobbied for and against U.S. congressional legislation
condemning Japan. The Roh government’s refusal to continue TCOG meet-
ings on North Korea and attempts to list Japan as a common enemy in joint
U.S.-ROK defense planning (unsuccessful in the end) should have caused
real alarm in Tokyo, but instead the Japanese government waited and
hoped that relations would improve after Roh. With the election of a more
conservative and pro-Japanese president in Lee Myung Bok in December
2007, relations looked set for some improvement.

Japan’s inability to sustain the positive trajectory with South Korea set by
Kim and Obuchi suggests that external balancing behavior against China
only goes so far. In the case of relations with South Korea, Japan’s identity
politics and the domestic ideological struggle to end the “postwar regime”
trumped Realist power considerations. This occurred in spite of the fact that
the Japanese public as a whole has developed a far more positive view of
the Korean people than at any point in the two nations’ history.19 However,
the strategic result of Tokyo’s preoccupation with identity and territorial
politics over realpolitik has been a weaker strategic position in Northeast
Asia.

THE U.S.-JAPAN ALLIANCE IN ASIA STRATEGY

The centerpiece of the Yoshida Doctrine was a return to Japan’s hundred-
year-old tradition of accommodating to the prevailing hegemonic power, in
this case, the United States. In a broad sense, the alliance relationship has
been redefined several times since Yoshida consolidated conservative Japan-
ese rule and Japan’s postwar foreign policy trajectory around the first bilat-
eral security treaty with Washington. In each case Japan asserted relatively
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more autonomy, and the United States extracted incrementally more of a
commitment to share the burden of international security. In 1960 Prime
Minister Kishi negotiated a formal revision that granted the United States
the right to use bases in Japan for the security of the Far East but ended the
right of U.S. forces to preserve stability within Japan. In 1969 President
Nixon and Prime Minister Sato agreed on the return of Okinawa to Japan-
ese sovereignty, and Japan acknowledged the importance of Taiwan and Ko-
rea to Japan’s own security (an acknowledgment that led to relatively few
changes in Japanese defense policy, to the chagrin of the Nixon, Ford, and
Carter administrations). In the 1977 defense guidelines and the 1982 Roles
and Missions agreement, the Carter and then Reagan administrations
reached an agreement that led to a more direct Japanese role in defending
against the expanding Soviet military forces in the Far East, with Washing-
ton backing the Nakasone government’s push for a larger Japanese role in
international politics.

Yet at each stage of redefining the alliance, successive Japanese govern-
ments were careful to ensure that Article Nine of the Constitution and the
ban on collective defense provided a break against “entrapment” (makiko-
mareru) in any U.S. confrontation within Asia, particularly vis-à-vis China.
Thus, for example, the Japanese government unilaterally determined during
the Vietnam War that the “Far East” clause of the 1960 Security Treaty
would allow U.S. forces to operate from Japan as far as the Philippines, an
effort to prevent Japan from being drawn into the Vietnam War. Similarly,
the Japanese defense buildup in the 1980s was aimed at the “exclusively de-
fensive self-defense” of the Japanese home territories against a potential So-
viet attack. This served U.S. purposes by turning the Japanese archipelago
into an impenetrable phalanx to contain Soviet boomers in the Sea of
Okhotsk where the U.S. Navy could attack them in the event of war in Eu-
rope, and it served Japanese purposes by keeping Japan away from any con-
flict with another Asian state. And, fortuitously for both, it served Chinese
purposes by increasing the pressure on Moscow. Explicit arrangements to
deal militarily with Japan’s immediate Asian neighbors were virtually un-
known.

What has been most striking about the redefinition of the alliance since
the mid-1990s has been the increasingly explicit use of the “American card”
for Japan’s own strategic objectives in Asia. When Tokyo agreed to revise the
defense guidelines with the United States in 1996 in the wake of China’s
missile tests against Taiwan, the revision covered “situations in the area sur-
rounding Japan that have a direct impact on the security of Japan.”20 While
Japanese foreign and defense officials did somersaults in the Diet to argue
that the new guidelines had nothing to do with China or North Korea, the
press soon reported that the two governments were engaged in planning for
regional contingencies to complement the planning that had already been
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under way since the late 1980s to deal with attacks on Japan by the Soviet
Union. In October 1998, the Japanese government agreed to joint research
with the United States on missile defense, and by 2007 Japan was spending
more on joint missile defense work with the United States than any other
ally and had successfully tested an intercept off of a Kongo-class Japan Mar-
itime Self-Defense Force (JMSDF) destroyer near Hawaii; all of this in spite
of Chinese protests that eventually subsided once Beijing appreciated the
Japanese would not be dissuaded.21 Then in February 2005 as Beijing pre-
pared to pass “anti-secession” legislation in the March National Peoples As-
sembly that would legislate the use of force against Taiwan to stop inde-
pendence, the U.S. and Japanese governments stated explicitly that
“stability in the Taiwan Strait” is a core strategic objective for the alliance.22

The rhetorical use of the U.S.-Japan alliance in an Asian context also
shifted over this same time period. Intellectuals on the left argued for a “tri-
angular” relationship of equal distance among Washington, Tokyo, and Bei-
jing in the early 1990s, calling the idea datsu-Bei, nyu-A or “distancing from
the United States and entering Asia.” By the late 1990s, the more popular
phrase even on the left was Nichibei Nyu-A or “going into Asia with the U.S.-
Japan alliance.” Since 1957 Japanese prime ministers opened the Diet ses-
sions by noting that Japan’s foreign policy was based on three principles:
“The United Nations, the U.S.-Japan Alliance, and relations with Asia.”
Prime Minister Koizumi broke this trend in 2001 when he opened the Diet
with a speech noting the twin pillars of Japan’s foreign policy were “the
U.S.-Japan alliance” and “international solidarity.”23 Koizumi played for
global position and influence for Japan, assuming that Japan’s leverage in
Asia would flow naturally from that. Thus, his deputy chief cabinet secre-
tary in 2003, Abe Shinzo, argued on national television that Japan’s proac-
tive role in the war against international terrorism in Afghanistan and Iraq
would ensure that the United States would use its power to help Japan deal
with the North Korean threat.24

There is no question that different Japanese governments will have rela-
tively different stances toward China or North Korea. The shift from the
hawkish Abe to the more moderate Fukuda in September 2007 presaged a
new willingness to engage North Korea in diplomatic negotiations and to
avoid needless provocations of China with respect to Yasukuni Shrine and
other sensitive historical issues. But Fukuda and his main rival for the pre-
miership, Aso Taro, differ little from Abe in their commitment to keeping a
strong U.S.-Japan alliance to manage the complex security environment in
Asia. Even the opposition Democratic Party of Japan would be unlikely to
form a government based on an anti-American platform. While party leader
Ozawa Ichiro blocked legislation to authorize the dispatch of JMSDF ships
to assist with counterterrorism operations in the Indian Ocean and led del-
egations of Diet members on missions to Beijing timed to coincide with
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Abe or Koizumi’s visits to Washington, Ozawa’s tactics were designed to em-
barrass the government and play on anti-Americanism that exists in Japan
as it does in every country. But it is not the basis for building a ruling coali-
tion in Japan. Ozawa’s own track record in government during the
1990–1991 Gulf War was one of strengthening alliance ties with the United
States, and he would have difficulty building a coalition to topple the rul-
ing LDP if he premised it on a return to the strategy of “distancing from
America to join Asia” that had some appeal before the Chinese and North
Korean threats became so pronounced.

SHAPING REGIONAL INTEGRATION

Japan has always been sensitive to the international order in East Asia and
has attempted to shape that order as Japanese power assets have increased.
In the nineteenth century the goal was to end the unequal treaties and
achieve legal parity with the Western powers, which was accomplished
through bilateral treaties with Britain in 1902. Japanese intellectuals also
developed a pan-Asian ideal that resonated with anti-colonial nationalists
in China, Vietnam, and Korea at the beginning of the twentieth century. The
perverse evolution of that pan-Asianist ideal into the Greater East Asian Co-
prosperity Sphere led postwar Japanese leaders like Yoshida to be wary of
ambitious schemes to shape the regional order. As Japan’s economy recov-
ered and reparations and aid began in Southeast Asia, Japanese political
leaders began exploring their nation’s role in the regional order again, but
the U.S. push for multilateral security arrangements in the region reinforced
caution and a desire for a Japanese-led regional role that was supportive of
U.S. leadership but not entrapped within it. After Prime Minister Kakuei
Tanaka’s motorcade was stoned by protesters during a visit to Indonesia in
1974, it became clear that Japan would have to begin defining a role for it-
self in the regional order to move beyond memories of the war. In 1977
Prime Minister Fukuda Takeo launched the new “Fukuda Doctrine,” which
sought to emphasize Japan’s relationship with the Association of Southeast
Asian Nations (ASEAN) as a whole, including a $1.5 billion aid package
and a pledge to distance from Washington and improve relations with Viet-
nam consistent with the wishes of Hanoi’s neighbors.

The appreciation of the yen in 1985 and the resulting explosion of Japan-
ese aid and investment in Asia intensified efforts in Tokyo to take a lead in re-
gional integration and institution-building. While the Foreign Ministry op-
posed integration schemes like Malaysian prime minister Mahathir’s East Asia
Caucus that would exclude the United States or Gorbachev’s 1985 Vladivos-
tok proposal for a regional forum that would weaken U.S. alliances, the Min-
istry of International Trade and Industry (MITI) and business continued to
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nurture trans-Pacific business arrangements like the Pacific Economic Coop-
eration Council (PECC) and the Pacific Basin Economic Council (PBEC). In
1989 the Japanese and Australian governments took the initiative in forming
the Asia-Pacific Economic Cooperation (APEC) forum in order to encourage
regional economic integration on a trans-Pacific basis that would include the
United States.

However, Japan struggled with the proper balance between an economic
integration strategy that remained open and focused on the trans-Pacific
trade relationship with Washington versus one that would allow Japan to
play a larger leadership role as the first goose in a “flying geese” strategy of
economic development in the region. Growing trade friction with Wash-
ington in the late 1980s and 1990s increased the attractiveness of Asian eco-
nomic groupings that Japan could lead. In 1991 the Ministry of Finance
pushed for and funded a study at the World Bank on the “Asian Economic
Miracle” in an effort to show that Japanese and Asian capitalism was differ-
ent25 and, in the words of economist and Vice Finance Minister Sakakibara
Eisuke, had “surpassed” Western capitalism.26 The apex of Japanese efforts
to establish alternative economic arrangements and philosophies to the so-
called Washington consensus came in the wake of the 1997 East Asian fi-
nancial crisis when Sakakibara attempted to form an Asian Monetary Fund
to counter the influence of the International Monetary Fund (IMF). The
AMF scheme collapsed under pressure from Washington and concern
within Japan about accepting the moral hazard of responsibility for Asia’s
weakly governed economies. But a less ambitious program for swapping
debt and exploring longer term arrangements for regional currency arrange-
ments was established through the Chiang Mai Initiative.27

With the Koizumi era, the focus on building regional buttresses against
U.S. influence was steadily overshadowed by the goal of shaping the re-
gion’s architecture to manage the rise of Chinese power. When ASEAN sen-
ior officials yielded to Chinese pressure to decouple a proposed East Asia
Summit from Southeast Asia and host the second meeting in Beijing, Japan
joined with Singapore and others to ensure that the summits would be
hosted by ASEAN states and that India, Australia, and New Zealand would
be invited to dilute Chinese influence and increase the voice of democracies
within the forum. As part of the strategy to move the regional architecture
to Japan’s advantage rather than China’s, the Japanese Foreign Ministry
pushed for what it labeled “principled multilateralism” that would enhance
democracy, governance, and the rule of law rather than Beijing’s preference
for a value-neutral architecture that would retain the principle of non-in-
terference in internal affairs.28 In part this new emphasis on universal val-
ues was glue for the U.S.-Japan alliance and an effort by conservatives to
brand Japan as superior to China, but even the most ardent Asianists in the
Foreign Ministry were pushing for Koizumi to highlight the importance of
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democracy and rule of law in Koizumi’s speeches at the Bandung Asia-
Africa Conference in April 2005 where no Americans were present at all.29

This was the natural evolution of Japanese efforts to take a lead in rule-mak-
ing in Asia and to ensure that Chinese norms did not undermine Japanese
interests in an open, inclusive economic region reinforced by the rule of
law.

Japan’s efforts to lead in the creation of an East Asian Community today
are multilayered and seemingly contradictory. Japan continues to work for
trans-Pacific liberalization under APEC, though not with the same enthusi-
asm that led MITI to work with Australia to launch the forum in 1989.
Meanwhile, Japan encourages the U.S. government to join the East Asia
Summit and works to ensure that India, Australia, and New Zealand rein-
force the theme of “principled multilateralism.” Japan’s strengthened ties
with Australia and India have been a striking new feature of a strategy
aimed at enhancing Japanese influence based not only on economic power,
but also values. But Japan also still plays the “Asia” game, as the Japanese
Finance Ministry has pushed other participants in the Chiang Mai Initiative
to consider studying a regional currency while the Foreign Ministry has
launched a new Organisation for Economic Co-operation and Develop-
ment (OECD)–like arrangement for East Asia that would exclude the
United States as a full member.30 Though these efforts may seem contradic-
tory and ill-coordinated, in fact they provide the Japanese government with
a variety of forums to shape what will remain a highly fluid and uncertain
process of institution-building in Asia—one that combines Japan’s Asian
and Western personalities.

STRENGTHS AND WEAKNESSES IN JAPAN’S 
DIPLOMATIC TOOL KIT

Faced with more mature economic growth rates and demographics and a
rapidly rising China, Japan’s leaders have diversified their diplomatic tool
kit in order to sustain national power and prestige. External balancing
through closer relations with the United States and now Australia and India
has been complemented by a new emphasis on global norms in order to
shape Asian regional integration in ways that bond the region more closely
with Japan and not China. Domestic institutional reforms, including the
strengthening of the prime minister’s office, increasing jointness among de-
fense forces and intelligence agencies, and the elevating of the Defense
Agency to a Defense Ministry, have all enhanced the ability of the Japanese
government to be more proactive on security and diplomatic affairs.

Yet Japan faces two significant drags on its potential role in the region.
The first is the burden of history. It would be inaccurate to argue that Japan
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has not officially “apologized” for the war. Significant apologies have been
issued, including Prime Minister Murayama’s statement on the fiftieth an-
niversary of the end of the war in 1995 and Obuchi’s bilateral statement
with Korean President Kim Dae Jung in 1998. The problem has been that
for every official apology, there has been news of right-wing politicians
denying the government’s interpretation of history and undercutting the
original gesture. A national consensus on history will remain difficult for
Japan for a host of reasons: the continued belief by many that Japan fought
a war of liberation against Western imperialism; the Japanese people’s abil-
ity to adopt the status of victim because of the bombings of Hiroshima and
Nagasaki; the decision by the United States to retain the emperor and many
leading industrialists and conservative figures in order to provide stability
and help rebuild Japan; resentment of the cynical use of the history issue by
politicians within Korea and China; the hypocrisy of Chinese criticism
given the record of tens of millions killed during the era of Mao Zedong;
the difficulty of the Korean people coming to terms with their own polar-
ized history; and apology fatigue by the Japanese public and the desire of a
generation of political figures born after the war to close the “postwar”
chapter in Japan’s history.

The history problem confounds Japanese foreign policy in very specific
ways. Abe lost international support on the abductee issue because of his
brief and ill-fated attempt as prime minister to minimize the interpretation
of “coercion” of comfort women by the Japanese Imperial Army during the
war. Koizumi’s Yasukuni visits and the Takeshima/Tokdo territorial issue
made it easier for China to enlist Roh Moo Hyun’s government in opposi-
tion to Japan’s UN Security Council bid. However, charges that Japan is iso-
lated in Asia because of history are not borne out by the polling data. Polls
consistently demonstrate what Gallup and Yomiuri found in 2006: large
majorities (90 percent on average) of Indonesians, Vietnamese, Indians,
and other Southeast Asians expressed the view that Japan plays a positive
role in the region.31 The problem is more acute in Northeast Asia, as the
BBC found in polls showing Japan at the top of international opinion for
its role in world affairs, except in China and South Korea where majorities
(71 percent in China and 53 percent in Korea) said Japan did not play a
positive role.32 Nor would it be accurate to describe nationalism in Japan
today as a dangerous return to the militarism of the 1930s and 1940s, for
as Kevin Doak has revealed in his history of Japanese nationalism, the mod-
ern variant focuses more on “civic nationalism” or pride, rather than the na-
tivism or racist views of the past.33 Indeed, Japan’s defense budget has not
grown in years, in spite of the charges of renewed Japanese “militarism”
popular in the media.

The second drag on Japan’s world role is the unfinished business of po-
litical realignment. The old 1955 system of conservative LDP dominance
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and a powerful bureaucratic-business-political iron triangle began to un-
ravel after the Cold War, but the process of political realignment has been
half finished for over a decade. Though president of the LPD, Koizumi ran
against the party and was wildly popular as a result. In July 2007 Abe lost
control of the Upper House to the opposition party. His successor, Fukuda,
could still use the ruling coalition’s supermajority in the more powerful
Lower House to push through legislation but is unlikely to hold that su-
permajority through the next Lower House election. Yet neither is the op-
position Democratic Party of Japan (DPJ) likely to win a majority in the
Lower House. The result is a legislative stalemate that could last for years,
slowing the dramatic economic, security, and political reforms begun by
Koizumi.

The Japanese people may well move toward a broader consensus on his-
tory and may empower a new generation of political leaders to break the
logjam in the Diet and complete the realignment of political parties that be-
gan after the Cold War. After all, much of the world press had begun writ-
ing off Japan before Koizumi arrived dramatically on the scene. He suc-
ceeded because he spoke to what the Japanese people wanted. His more
nationalistic stance was indispensable to his populist battle against the rul-
ing establishment for economic restructuring. The next time a Koizumi
emerges on the scene, he—or she—may be able to pick up the pace of eco-
nomic reform and a more proactive security role while simultaneously do-
ing what leaders like Obuchi and Fukuda did to strengthen relations with
the neighborhood. There is a basis for forging just such a governing philos-
ophy in Japan.

CONCLUSION

If Nakae Chomin’s three drunkards were viewing Japan’s strategic position
today, they would be impressed. When they were enjoying their sake almost
150 years ago, Japan enjoyed well less than 1 percent of global GDP and
even on the eve of the Second World War barely crawled to a 3.8 percent
share. Today Japan is the second-largest economy in the world. While the
Meiji-era leaders struggled to end unequal treaties and enjoy respect in the
international system, today Japan has a leading role in all international fi-
nancial institutions and within the Asia-Pacific region. Japan’s alliance with
the United States is in its strongest shape ever and this has enhanced rather
than undermined Japan’s own strategic position in Asia. This would no
doubt please the master drinker and the gentleman of Western learning,
though their Old World companion would likely have expressed dismay at
Japan’s loss of traditional values and growing identification with universal
norms of democracy and rule of law, a sentiment expressed even today in
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best-selling books like Kokka no Hinkaku (The Dignity of the Nation).34 The
three drinkers might be confused by the fact of enormous Sino-Japanese
economic interdependence and alarmed at China’s growing military and
economic power and particularly the prospect of growing Chinese influence
over Korea.

The enduring strategic impulses captured in A Discourse by Three Drunk-
ards on Government suggest that Japan’s role in Asia will remain on its cur-
rent trajectory, but much will depend on two variables: the United States
and China. A catastrophic loss of U.S. hegemonic leadership—either
through defeat in war in Asia or retrenchment at home—would inevitably
force a reorientation of Japanese security policy in the region. Whether
Japan increased internal and external balancing against China or bandwag-
oned with Beijing would depend on the nature and scope of Chinese and
U.S. power. A collapse of regional but not global U.S. dominance would
likely push Japan to balance China regionally through increased internal
balancing and alignment with the United States globally. However, Chinese
hegemonic power at a global level would put Japan in the position of hav-
ing to consider accommodation with China as both a regional rival and
leader of the international system for the first time in half a millennium. In
that admittedly remote scenario, bandwagoning with China would not be
out of the question, though certainly out of character for modern Japan.

Of course, the nature of the U.S. political debate about America’s role in
the world and also the difficulties China faces at home both suggest that ei-
ther a U.S. retrenchment or a linear Chinese trajectory toward global dom-
inance are unlikely. Japan is therefore more likely to adjust its strategy in in-
crements depending on how these two powers conduct themselves.
Generational change at home will mean that self-restraint will likely di-
minish as a characteristic of Japanese policy in Asia, but a more assertive se-
curity policy will still have strong structural constraints when it puts at risk
Japan’s beneficial security arrangement with the United States and political-
economic engagement of Asia.

The Korea Peninsula has been a trigger for Japanese strategic change in
the past, prompting both the Sino-Japanese and Russo-Japanese wars as
the “line of maximum advantage” was recalculated. North Korea’s nuclear
and missile programs will continue to fuel Japanese strategic realism, but
a successful multilateral framework for ending that threat could con-
tribute to an easing of tensions with continental Asia. If Japan were some-
how frozen out of such an agreement or if the United States reached an
accommodation with Pyongyang that failed to eliminate the nuclear and
missile threats, one would expect to see more pronounced Japanese hedg-
ing, including in the nuclear area. That scenario seems unlikely, however,
since the United States will insist on addressing broader Japanese security
concerns as part of any resolution, and Japan’s own economic power will
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be indispensable for substantive reconciliation, reunification, or recon-
struction of the North.

Economic interdependence within Asia, represented in the growth of in-
traregional trade to 50 percent of all trade, coupled with continued reliance
on North American markets and global capital flows, all help to ameliorate
these darker trends in the security environment around Japan. The search
for an “East Asian Community” and the development of regional institu-
tions such as APEC, the East Asia Summit, and the six-party process all help
to socialize Japan and China to higher levels of cooperation. However, this
institution-building process will likely remain fluid and reflect the underly-
ing power dynamics in the region, breeding competition as often as coop-
eration. Ultimately, Japan’s security environment and strategic trajectory
will be determined by the structure of power relations, with the nature of
economic interdependence and institution-building and the role of identity
and nationalism as critical secondary and tertiary variables. And that is how
the master drinker and his two companions would have it be.
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From a geopolitical perspective the Asian littoral divides into three sub-re-
gions: Northeast Asia (China, Japan, the two Koreas, Taiwan, the Russian far
east), Southeast Asia (Thailand, Burma, Cambodia, Laos, Vietnam, Philip-
pines, Malaysia, Indonesia, Singapore, Brunei), and South Asia (India, Pak-
istan, Bangladesh, Sri Lanka). Both Northeast Asia and South Asia contain
political and economic great powers. In the latter, India’s economic activi-
ties and growing politico-security influence extend to all of Asia. In the for-
mer, Japan, China, South Korea, and Taiwan play significant global eco-
nomic roles, while Tokyo and Beijing are also major political-security
players. By contrast, Southeast Asia contains no great powers with global
reach. While the region consists of several states with vibrant economies—
Singapore, Malaysia, Thailand—or economic potential—Vietnam and In-
donesia—in geopolitical stature, Southeast Asia pales beside its Northeast
and South Asia neighbors. Yet, Southeast Asia is where most Asian regional
organizations originate whose structures and procedures are determined by
Southeast Asian preferences. The primary goal of this chapter is to explain
how this has happened, what the implications are for Asia’s future, and
whether Southeast Asian states organized for the past forty years through
the Association of Southeast Asian Nations (ASEAN) will be able to main-
tain their pivotal position in Asian affairs. For the past several decades, the
Asia-Pacific region has been marked by a difficult asymmetry: disputes with
the most danger for damage lie in Northeast and South Asia; however, the
region’s multilateral institutions designed to manage and reduce conflict
have originated in Southeast Asia.

While ASEAN has maintained its organizational integrity, it has added
new internal and external dimensions. The former include the incipient
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ASEAN Free Trade Area (AFTA), the ASEAN Inter-parliamentary Organiza-
tion, which has been particularly vocal in condemning Burma’s human
rights violations, and the “Track Three” ASEAN Peoples Assembly, an NGO
that brings a variety of societal interest groups together to lobby ASEAN
governments. ASEAN-dominated organizations encompass the ASEAN Re-
gional Forum (ARF) on security matters, ASEAN � 3 (Japan, the Republic
of Korea [ROK], China), various ASEAN � 1 dialogues with important
states, the Asia-Europe Meeting (ASEM), and most recently, regular dia-
logues with the Persian Gulf Cooperation Council, Africa, and Latin Amer-
ica. The newest and most contentious addition to the mix is the East Asia
Summit (EAS) inaugurated in December 2005. The EAS brings ASEAN � 3
countries together with India, Australia, and New Zealand—all of which
have signed ASEAN’s Treaty of Amity and Cooperation (TAC) as a mem-
bership condition.

CONCEPTUALIZING ASEAN

The Asia-Pacific region has no hegemon. Instead, political, economic, and
social networks proliferate. Regional issues are addressed through collective
action. The various frameworks have diminished the strength of the ab-
solute sovereignty norm that dominated ASEAN at the time of its 1967 cre-
ation. Over the ensuing decades, security issues have become increasingly
transnational. Money laundering, human trafficking, environmental degra-
dation, multinational river development, migratory maritime species, ter-
rorism, and piracy require multilateral regime building rather than ad hoc
diplomacy. In theory, at least, organizations such as ASEAN have estab-
lished procedures and decision-making rules in which all governmental
stakeholders have a voice.1

Conceptualizing ASEAN, international relations theorists generally em-
ploy three analytical frameworks: neo-Realism, neo-Liberalism, and Construc-
tivism.2 Neo-Realists disdain ASEAN’s role in regional security because in-
stitutions are epiphenomenal. Stability depends on the distribution of
power within the Asia-Pacific and not on an international organization of
small and medium states confined to Southeast Asia. The real locus of Asia-
Pacific power depends on relations among the major actors: the United
States, China, and Japan. Neo-Liberal theorists reject the Realists’ dismissal
of ASEAN and point out that the association engages neither in balancing
or bandwagoning with the great powers but rather engages them through
multinational institutions, particularly ASEAN and its offspring (the ARF
and ASEAN � 3 [APT]).3 By promoting economic and political cooperation
with all three great powers, ASEAN and its offspring promote what neo-Lib-
erals call “absolute gains,” meaning that collaboration provides benefits to
all through reciprocity. The distribution of those benefits—“relative gains,”
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a major concern of neo-Realists—is less important to neo-Liberals than the
fact that aggregate benefits increase for all from lower tariffs to maritime se-
curity patrols. Neo-Liberals were set back, however, by the 1997–1998
Asian financial crisis. Neither ASEAN, the ARF, nor the Asia-Pacific Eco-
nomic Cooperation (APEC) forum were able to cope with financial distress
in Indonesia, Thailand, and Malaysia. As for security, ASEAN also failed to
mediate the 1999 East Timor crisis. National interests prevailed in both
these challenges to neo-Liberalism. The third international relations (IR)
school, Constructivism, emphasizes ideas, norms, and identities, arguing that
the quality of interactions among states is based on whether norms are
shared and how they change over time. So, Constructivists argue, ASEAN is
emerging as a nascent security community as a “we feeling” develops
among its members. Critics of Constructivism insist, however, that norms
and cultural variables in ASEAN are too difficult to define and operational-
ize. Moreover, linking vague norms to actual policy outcomes in ASEAN is
still based on bargaining among member states whose interests vary. Ratio-
nalists contend that Realists and neo-Liberals present more persuasive evi-
dence for ASEAN outcomes than do Constructivists.4

The most useful theoretical approach to the ASEAN system may be Eve-
lyn Goh’s enmeshment concept. This is a process by which states are drawn
into a system to gain benefits (neo-Realism and neo-Liberalism). However,
through the process of interaction within the system, states’ norms may also
be altered.5 Thus, beginning in the 1990s, ASEAN, led by Singapore and
Thailand, has pushed for a regional security structure—the ARF—that
would involve (or enmesh) as many great powers as possible. Nevertheless,
enmeshment is not necessarily harmonious. From the American and Chi-
nese viewpoints, there may be tension between the ARF, a security dialogue
mechanism in which both are members, and the APT, which includes the
People’s Republic of China (PRC) but not the United States. Washington
prefers that the ARF be the venue for regional security dialogue while Bei-
jing desires to add security discussions to the APT, originally an economic
dialogue group, in which the United States is not represented.

Neither ASEAN nor its offspring possess significant centralized mecha-
nisms to enforce agreements struck by their members, monitor domestic
events in member states, or anticipate emerging problems. The associa-
tion’s “ASEAN Way” at bottom is moral suasion—the belief (or hope) that
member states will do the right thing so as not to embarrass the collectiv-
ity.6 Clearly that hope has not been realized in Burma’s case or Cambodia’s.
Their domestic politics constitute not only an embarrassment but have also
created problems for ASEAN in dealing with Europe and the United States.
On the other hand, there is an impressive example of ASEAN’s ability to
bind outsiders to an ASEAN norm—a point for the Constructivists. China,
India, Australia, New Zealand, and Japan between 2003 and 2005 have all
signed the association’s Treaty of Amity and Cooperation (TAC) 
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binding the signatories to a commitment for the peaceful resolution of re-
gional disputes.

Peaceful resolution of interstate disputes does not translate, however, di-
rectly into multilateral security cooperation. Regional security, if truly indi-
visible, entails transnational involvement in states’ domestic affairs whether
the issue is terrorism perpetrated by Jemaah Islamiyah (JI), the regional
haze emanating from Indonesian Borneo, or arms trafficking from main-
land to maritime Southeast Asia. Suppressing these challenges to regional
security requires some erosion of the principle of non-interference in inter-
nal affairs. Thus, to understand ASEAN requires a combination of the three
major theoretical frameworks, depending on the issue being addressed.

ASEAN’S EVOLUTION

ASEAN’s original raison d’être among its first six members (Indonesia,
Malaysia, Thailand, Singapore, Philippines, Brunei) was to protect each
state’s sovereignty. Formed in 1967 at the Cold War’s height and during
America’s military involvement in Indochina, the non-communist South-
east Asian states came together to hold North Vietnam, China, and the So-
viet Union at bay, while permitting U.S. and British allies (Thailand, Philip-
pines, Malaysia, Singapore) to maintain their security ties to these outside
powers. Intra-ASEAN relations had another purpose. Indonesia under
Sukarno (1945–1967) had been a significant source of regional trauma, op-
posing Malaysia and Singapore as well as the U.S. presence in the Philip-
pines and flirting with the PRC, North Vietnam, and the USSR. After
Sukarno was driven from power in the course of an abortive Indonesian
communist coup, a year later the founding fathers of ASEAN saw an op-
portunity to integrate a new military-led Indonesia into a larger Southeast
Asian political enterprise that would both provide Jakarta an opportunity
for regional leadership and commit Indonesia to peaceful relations with its
neighbors. From that tentative beginning, ASEAN has evolved arguably to
become the best known intergovernmental organization in Asia.

As the late Michael Leifer observed,

The Association has developed over the years into a working diplomatic com-
munity and has concurrently grown in international stature becoming in the
process a factor of some significance in the calculations of both regional and
extra-regional states. To that extent, despite intra-mural differences, it has been
able to assume a prerogative role of a kind in an intermittent process of nego-
tiations about establishing rules of the game.7

The norms purveyed by ASEAN in the final third of the twentieth century in
addition to sovereignty protection included the peaceful settlement of dis-
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putes via the 1976 TAC, the avoidance of military pacts with one another,
and frequent consultations to effect a common response to regional prob-
lems (if feasible).

For ASEAN’s founders, non-interference in the domestic affairs of its
members was the litmus test for the association; until the mid-1990s that
norm was directed outward against great power intervention. With ASEAN’s
expansion to Indochina and Burma, however, the norm’s deficiencies be-
came apparent as human rights violations by the newest members were
shielded. For Burma, Laos, and Cambodia particularly, ASEAN’s socializa-
tion efforts have had little effect. Nevertheless, for the Indochinese states
and Burma, joining ASEAN entailed political costs they had not anticipated.
Their governments saw the association as a status quo maintenance mech-
anism.8 Admittance to ASEAN had never been based on domestic political
conditions. However, the harsh domestic politics practiced in Indochina
and Burma were seen by ASEAN’s other members to be eroding the associ-
ation’s international stature, especially in its relations with the United
States and Europe. Still, ASEAN’s TAC offered Laos and Cambodia a pledge
that Vietnam would not encroach on the former’s territory and that dis-
putes would not escalate to military confrontation.

For Vietnam, adherence to ASEAN constituted diplomatic reconciliation
with the association that had been branded an instrument of U.S. neo-colo-
nialism by Hanoi during the Cold War. ASEAN’s original membership won-
dered how Vietnam would take to ASEAN’s informal process, quiet diplo-
macy, self-restraint, confidence building, and conflict avoidance. After all,
Hanoi had entered the association with a long tradition of confrontation
and intransigent demands. In fact, Vietnam has proved accommodating
and eager to work within ASEAN’s rules of the game.9 While Vietnam has
territorial disputes with ASEAN members, for example over the Spratly Is-
lands with the Philippines and Malaysia, they have not interfered with over-
all cordial relations because ASEAN has never been a mechanism to resolve
conflicting territorial claims among its members. Rather, the association re-
strains such conflicts. Again, the Spratlys dispute provides a good example.
The Philippines and Vietnam were actively involved in negotiating an
ASEAN-endorsed 2002 statement of principles on the Spratlys that pledged
claimants to abjure the use of force as well as the occupation of any addi-
tional features within the Spratly Islands chain.

TERRORISM CHALLENGES THE NON-INTERFERENCE NORM

While the 1997–1998 financial crisis revealed ASEAN’s inability to buttress
each member’s monetary system and multiple bilateral disputes between most
ASEAN states have never been sent to the ASEAN High Council for resolution,
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terrorism as a common challenge has impacted ASEAN’s non-interference
norm. Because Southeast Asian radical Islamist terror groups regularly move
across borders, particularly between Indonesia, Malaysia, and the Philippines
but also between southern Thailand and northern Malaysia and perhaps even
between Cambodia and southern Thailand, national security has come to re-
quire international cooperation. Prior to 9/11, ASEAN did not mention ter-
rorism in either joint communiqués or chairman’s statements. Insofar as ter-
rorism was considered a regional security issue, it was associated more with
separatist movements in the Philippines and Indonesia and seen, therefore, as
an internal matter, requiring little cooperation among states other than as a
subtype of transnational crime.10

After 9/11, responding to U.S. requests, ASEAN began to address terror-
ism as a regional concern. However, member states confronted a host of ob-
stacles, including inconsistent legal systems as well as differing law en-
forcement mechanisms and security practices. To deal with terrorism as a
regional issue required that ASEAN states standardize political and legal
mechanisms. ASEAN’s initial November 2001 Declaration on Joint Action
to Counter Terrorism amounted to little more than a broad statement of
support to the United States in its time of need.

The prospect of direct American involvement in ASEAN counterterrorism
created new problems for the association. While U.S. aid was welcome, es-
pecially in intelligence and law enforcement training, the prospect of direct
U.S. participation in regional and domestic counterterrorism would appear
to involve Southeast Asian states in a war popularly perceived to be anti-Is-
lamic. Thus, Malaysia criticized the Philippines for conducting joint mili-
tary exercises aimed at eradicating the Abu Sayyaf Group believed to receive
al Qaeda support.11 Nevertheless, in May 2002, the Philippines, Indonesia,
Malaysia, and later Cambodia and Thailand signed an agreement to share
airline passenger lists, blacklists of known criminals, and computerized fin-
gerprint databases as well as strengthen border controls.

The major impetus for regional counterterror collaboration came in the
aftermath of the October 2002 Bali bombing perpetrated by Indonesia-
based Jemaah Islamiyah, an organization with direct links to al Qaeda. In-
donesia established a central counterterrorism agency with the ability to de-
tain suspects without a trial. Subsequently, Jakarta also invited American
and Australian assistance in modernizing the country’s National Police,
which had been hived off from the military in the post-Suharto period.
Even Malaysia, more openly critical of Western involvement in its domestic
affairs, agreed to host the Southeast Asian Counterterrorism Center, quietly
funded by the United States. Nevertheless, while ASEAN states after 9/11
and the Bali bombings signed treaties providing for anti-terrorist and crim-
inal suppression, these treaties did not contain extradition provisions, and
it was understood that despite the treaties, which had still not been ratified
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by 2007, domestic laws took precedence. Intra-ASEAN differences on threat
perceptions of terrorism and uneven senses of collective identity militated
against counterterrorism collaboration. Sovereignty protection continued
to be the prevailing ASEAN norm.

Continued terrorist bombings in the southern Philippines as well as
communal violence in Indonesia and southern Thailand, however, have
moved ASEAN closer to hammering out a regional anti-terrorism agree-
ment. At its January 2007 summit in Cebu, Philippines, an ASEAN Con-
vention on Counterterrorism was tabled. Expanding on earlier agreements,
the new convention mandates cooperation on tracking movements of sus-
picious people and money throughout the region and for the first time
urges members to agree on extradition. The pact calls upon each member
state to craft legislation that will ensure intelligence sharing and the estab-
lishment of computer-compatible terrorist databases. The treaty defines ter-
rorism in accordance with United Nations conventions and protocols.
However, a unique characteristic of the document is that it draws upon the
best practices related to the rehabilitation and social integration of captured
terrorists back into their societies based on the experiences of Singapore, In-
donesia, and Malaysia.

While the convention is undoubtedly a step toward greater anti-terrorist
cooperation, there is little reason to believe that significant changes in
ASEAN behavior are imminent. The association does not have a good
record in taking such obligations seriously. For example, in 1993, ASEAN
agreed to set up a human rights mechanism. Nothing happened until 2007
when the new ASEAN Charter under debate provided for a human rights
commission. Whether it will in fact come into existence and what its pow-
ers will be remain to be seen. Of sixteen counterterrorism treaties and pro-
tocols, only the Philippines and Singapore have ratified most, while Thai-
land has endorsed five.12 Human rights advocates in some ASEAN states
view the new convention with suspicion, fearing it could become a further
justification for the violation of civil liberties in countries experiencing do-
mestic turmoil.13

BURMA AND THE NON-INTERFERENCE NORM

ASEAN’s non-interference norm was based on the belief that each member’s
domestic affairs were no one else’s concern. Thus, regime type, economic
structure, and ethnic and social class compositions were not to be subjects
for debate within ASEAN. However, when the domestic difficulties of one
member spilled over into a neighboring state, the non-interference norm
was strained. The most dramatic example of this strain has been Burma
since its 1997 admission to the association. Burma has posed three serious
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problems for ASEAN: (1) the flight of thousands of ethnic minority Karen
into northwestern Thailand fleeing Burma’s military junta; (2) illegal drug
trafficking from Burmese methamphetamine factories from which over a
million tablets are smuggled annually into Thailand—a situation the Thai
government has labeled among its greatest security threats; and (3) the bru-
tal suppression of Burma’s major opposition party, the National League for
Democracy, led by Nobel-laureate Aung San Suu Kyi, who has been under
house arrest for eleven years.

To cope with the Burmese junta’s “un-ASEAN” behavior, Thailand has
taken the lead, initially in 1998 proposing that ASEAN modify its non-in-
terference principle by considering “flexible engagement” with fellow mem-
bers who pose a problem for neighbors. This proposal was supported only
by the Philippines and unsurprisingly strongly rejected by Burma. A some-
what weaker alternative called “enhanced interaction” followed, which en-
couraged ASEAN states to discuss their concerns but did not authorize di-
rect interference in members’ internal affairs. There the matter lay until
2003 when Thailand proposed a “road map” to reconciliation and democ-
racy in Burma. The road map’s purpose was to obtain Aung San Suu Kyi’s
release from house arrest—to no avail.

The most interesting condemnation of Burma came from its primary
ASEAN membership sponsor, Malaysia. Prime Minister Mahathir had been
the junta’s ardent advocate within the association. Subsequently, he felt per-
sonally betrayed by the military regime’s unyielding resistance to ASEAN’s
insistence on a pathway to democratization. With the Philippines, Kuala
Lumpur pressed Burma to give up its projected 2006 ASEAN chairmanship,
insisting that some events inside a country’s borders could not be strictly
described as “internal affairs.”14 At its December 2005 summit in Malaysia,
ASEAN openly urged the junta to release political prisoners and expedite
democratic reforms. The association also agreed to send a delegation to in-
vestigate the situation.

Nevertheless, when the junta extended Suu Kyi’s house arrest for another
year in May 2007, ASEAN sidestepped the issue with senior ministers sim-
ply referring to the 2005 Kuala Lumpur declaration.15 Burma stands in stark
contrast to other ASEAN members—particularly the Philippines, Indonesia,
and Thailand—which have provided channels for involvement of fellow
members in their internal affairs. Indonesia invited military personnel from
Thailand and the Philippines to observe the peace agreement in Aceh
province. Malaysia has mediated peace negotiations between the Philippine
government and the Moro Islamic Liberation Front in Mindanao, and Thai-
land is working with Malaysia to help cope with the southern Thai Malay
Muslim insurgency.16 Of course, these latter cases differ significantly from
Burma. Manila, Bangkok, and Jakarta all requested assistance from fellow
ASEAN members, so arguably the non-interference norm was not breached.
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Burma continues to be ASEAN’s most severe test for human rights. In
September 2007, a vicious crackdown by the junta to suppress peaceful
demonstrations by the Buddhist sangha (monks) and other citizens against
a sudden and precipitous 500 percent increase in fuel prices outraged world
opinion and even elicited an unprecedented statement of “revulsion” from
ASEAN officials. Nevertheless, the association’s November summit in Sin-
gapore went no further, neither condemning Burma’s rulers much less im-
posing any sanctions. In effect, the regime’s impunity was officially ignored
by ASEAN even though the new Charter adopted at the summit commits
ASEAN members, including Burma, “to strengthen democracy, rule of law,
. . . and promote human rights and fundamental freedoms.”

WHITHER ASEAN?

Before examining other East Asian organizations spawned by ASEAN (see
below), it is important to inquire about the association’s future. Will it go
beyond being a consultation conclave—useful as that may be—and toward
a rule-making regime? Skeptics insist that ASEAN cannot be a change agent,
nor was it ever intended to be a collective security regime.17 Nevertheless, by
the first decade of the new millennium, Indonesia was tolerating regional
discussion of East Timor and Papua, and Burma’s political travails were de-
bated regularly in ASEAN meetings. In July 2005 at the ASEAN foreign min-
isters’ meeting in Vientiane, an Action Agenda was proposed that included
an ASEAN Charter, the basis for a rules-based regime. Such a charter would
enhance ASEAN’s capacity to mediate one another’s internal conflicts and
empower ASEAN’s secretary general to provide good offices.18 ASEAN is
projecting the formation of an ASEAN Community by 2020 built on three
distinct areas—economic cooperation, political and security cooperation,
and socio-cultural cooperation. Its Charter has been developed by an “em-
inent persons group” (EPG). The Charter can be traced back to a 2003 In-
donesian proposal for transforming ASEAN into a more effective East Asia
entity.

At their January 2007 Summit meeting in Cebu, Philippines, ASEAN
leaders approved a blueprint for the ASEAN Charter. It represented a com-
promise between traditional principles and new hopes. The bedrock non-
interference norm is still there, but ways around it have also been planted.
The Charter commits its members to democracy (for the first time), good
governance, and human rights. While the EPG document does not include
the word “sanctions” for non-compliance, it does provide that the ASEAN
Secretariat serve as the monitoring body. Finally, the Charter sets up three
ministerial councils underneath the ASEAN Council—on political-security
issues, on economic issues, and on socio-cultural concerns.19
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After three years of negotiations between ASEAN governments and the
EPG, the ASEAN Charter was finally signed at the November 18–21, 2007,
summit. An historic document that provides the first legal framework in the
association’s forty-year history, its initial aspirations were whittled away
during the debates that accompanied its creation. Early drafts of the Char-
ter provided for voting arrangements and sanctions for non-compliance for
the first time in ASEAN’s history. Objections from the association’s author-
itarian members, however, eliminated these innovations. Instead non-in-
terference remains the dominant procedural principle. While the Charter
does say that serious non-compliance may be rebuked, such decisions can
only be made by ASEAN summits at which the alleged culprits, of course,
have veto power. The text also promises a regional human rights body but
specifies neither its purview nor procedures. Once again both are left for fu-
ture summits to determine. Nor does the Charter provide a sliding scale for
ASEAN’s budget. Instead the equal contribution rule is retained, which
means that the association Secretariat’s meager funding is based on the lim-
ited means of Laos, its poorest member. Despite these gestures to national
autonomy, it is still undetermined whether the Charter will be ratified by all
members. The Philippines, for one, warned that its Congress would not do
so unless Burma moved toward the creation of a genuine democracy.20

Security matters may be the area where ASEAN’s future role is more
promising. The association’s latest counterterrorism convention was ini-
tialed at the January 2007 Summit. As with earlier declarations going back
to November 2001, the latest iteration calls on members to share intelli-
gence, training, curb terrorist financing, and rehabilitate convicted terror-
ists. The 2007 Convention on Counterterrorism is seen as an integral part
of the putative ASEAN Security Community and closely related to the most
recent ASEAN ministerial gathering of its defense ministers. ASEAN’s data-
base on terrorism and crime is also now being linked to Interpol.21

While these declarations promise collaboration, the one domain in
which it is definitely occurring is maritime security. Indonesia, Malaysia,
and Singapore’s coordinated patrols, aided by Japan’s provision of equip-
ment and U.S. intelligence, have correlated to a significant reduction of
piracy in the Strait of Malacca and, so far, no incidence of maritime terror-
ism. In fact, as the piracy/terrorism concern seems to have abated, discus-
sions about the Strait are now focusing on maritime safety. According to the
International Maritime Bureau, traffic in the Strait of Malacca will increase
from 94,000 ships in 2004 to 141,000 by 2020. Under Article 43 of the
1982 UN Law of the Sea Convention, it is the responsibility of the littoral
states to maintain navigational aids and prevent pollution. In recent years,
the littoral states have held several Track I and Track II meetings on naviga-
tion safety and the potential impact of accidents and pollution on coastal
communities. Estimates of the cost of coping with the hazards presented by
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increased Strait traffic could be as high as $300 million over the next
decade.

Japan has long contributed financially to the Strait upkeep, and, in recent
years, India, South Korea, and the United States have also pledged assis-
tance. China, too, has offered to restore the navigational aids that were
damaged in the December 2004 Indian Ocean tsunami. However, these are
all voluntary contributions. The Nippon Foundation of Japan has suggested
that all ships transiting the Strait contribute one U.S. cent per deadweight
ton of cargo. This would generate $40 million a year toward navigational
safety. Nevertheless, user states and their companies have not been forth-
coming, insisting that the responsibility is solely with the littorals. In actu-
ality, there are several stakeholders including the littorals, user states, ship-
ping companies, and insurance agents. Safety in the Strait would be an
excellent issue for ASEAN to undertake as well as other regional organiza-
tions, including the ARF and APEC.22

Maritime security in Southeast Asia also involves the South China Sea is-
lands. Claimed entirely by China and Vietnam, some of the Spratlys are also
occupied by the Philippines, Malaysia, Taiwan, and Brunei. Potentially rich
in seabed fossil fuels as well as mineral nodules and fish, the South China
Sea islands sit astride the major sea lanes from the Indian Ocean through
the South China Sea and up to the Sea of Japan. ASEAN began to play a role
in these disputes in 1995 when China agreed to discuss them multilaterally
for the first time. These talks led to a Declaration on the Conduct of Parties
in the South China Sea signed by ASEAN and the PRC in November 2002.
Although not a Code of Conduct preferred by ASEAN, the Declaration pro-
vided for freedom of navigation and overflight above the South China Sea
and proclaimed that territorial disputes would be resolved peacefully. The
parties also agreed to exercise restraint and refrain from activities that
would complicate the disputes. Nevertheless, several claimants increased
their populations on the islets they occupied and enhanced their arma-
ments.

In 2005 the Philippines, China, and Vietnam, after several years of chal-
lenging each other’s oil exploration efforts, agreed to joint seismic surveys
to determine the extent of hydrocarbon resources in their overlapping ar-
eas. This agreement could be the first step toward a management arrange-
ment that addresses the increasing need for oil and gas resources. Despite
this arrangement, however, China has condemned Vietnam’s plan to
build a pipeline from British Petroleum gas discoveries 230 miles offshore
on its claimed continental shelf. On the other hand, the Philippines
seemed so eager to obtain China’s agreement to the joint exploration that
Manila agreed to include parts of its legal continental shelf. To defuse
these persistent mutual suspicions, ASEAN and China could issue another
declaration containing a “without prejudice” clause that will promote
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joint development in the areas of overlapping claims by emphasizing that
the joint activities do not impact the validity of the underlying claims to
sovereignty and jurisdiction. Thus, the claimants would not give up their
claims but would “freeze” them for the time necessary to determine
whether there are exploitable seabed resources. If such resources are dis-
covered, then additional negotiations would be necessary to determine an
exploitation regime.23

With its new Charter, ASEAN surveys a future where noble aspirations
will probably continue to exceed accomplishments. The aspirations suggest
a desire to emulate the European Union (EU) with respect to economic in-
tegration and high-minded commitments to democracy and human rights.
However, unlike the EU, no ASEAN state embodies all the essential traits of
liberal democracy. Those most democratic—Indonesia, the Philippines,
and Thailand (after its December 2007 transition from a military regime)—
still suffer from serious rule of law deficiencies. The other seven members
range from soft authoritarian (Singapore and Malaysia) to more openly
one-party dictatorial (Burma, Laos, Vietnam, Cambodia, and Brunei). This
range of political systems primarily concerned with regime maintenance
means that ASEAN’s dominant principle will continue to be sovereignty
protection and noninterference. None of these domestic differences, how-
ever, should obstruct the association’s ability to effect a united front toward
external powers through the new ASEAN Security and Economic Commit-
tees.

ASEAN’s Offspring: The ASEAN Regional Forum (ARF)

The ARF emerged in 1994 from ASEAN’s post-ministerial conferences
that were held after ASEAN’s annual foreign ministers meeting.24 The con-
ferences were one-day events with Asia-Pacific great powers including the
United States, China, and Japan. The subject matter was broadly political/
security. Formalization of these extra-ASEAN discussions into the ARF oc-
curred as ASEAN realized that if the association was to remain relevant in
post–Cold War Asia-Pacific security, it should ensure that its procedures
would dominate Asia-Pacific security discourse and that ASEAN would be a
part of all Asia-Pacific security deliberations. The ARF has achieved these
goals for the association. Realists see the ARF as another balance of power
mechanism in which most members defer to the China-U.S. relationship;
neo-Liberals believe it is an arena for bargaining over regional security issues;
and Constructivists insist that it is a framework for the development and
practice of norms. All agree that the ARF is not meant to be a collective se-
curity arrangement.25 Nor is the ARF designed to resolve specific regional
disputes such as the Spratly Islands. Rather, as the Constructivists suggest,
the ARF is aimed at bringing about long-term peace by fostering a sense of

206 Sheldon W. Simon



mutual trust. Whether this works depends on the quality of relationships
over time among the members.

Organizationally, ARF’s highest level is its annual foreign ministers meet-
ing, always chaired by an ASEAN state. This annual meeting is supported by
an annual Senior Officers Meeting (SOM) that deals with substantive issues.
The SOM, in turn, is aided by a working-level venue called the Inter-ses-
sional Support Group on Confidence-Building Measures. Confidence-
building activities have remained ARF’s primary focus since its inception.
These groups are supplemented by gatherings of specialists on topics such
as transnational crime that consist of Track II experts organized through the
Councils for Security Cooperation in the Asia Pacific (CSCAP), which them-
selves run parallel dialogues to the ARF. CSCAP is non-governmental but
also employs the ASEAN Way in its deliberations, that is, consensus and no
votes.26

The ARF reflects ASEAN’s preferred strategy of consensus diplomacy,
which manages problems rather than solves them. That is why the ARF has
had such difficulty moving beyond its initial stage of promoting confidence
building to its proposed second stage of preventive diplomacy (PD) or to
the long-postponed apex of ARF maturation: conflict resolution. Another
explanation for this difficulty is that ASEAN wanted to enmesh China, the
United States, and Japan as security partners who would commit to South-
east Asia’s stability via confidence building by keeping an eye on each other
to discourage adventurism. However, this ARF status quo orientation does
not promote the kind of change inherent in preventive diplomacy and con-
flict resolution.

An additional ASEAN goal with respect to outside powers joining the ARF
has been to extend the aims and principles of ASEAN’s TAC to ARF mem-
bers, meaning that all agree to resolve disputes peacefully. This refers par-
ticularly to China’s South China Sea claims. For the external powers, ARF
provides other benefits. Washington uses the ARF to promote dialogue be-
tween South Korea and Japan. Japan and China use the ARF as a vehicle for
their enhanced Asia-Pacific diplomacy.

As for the interface between confidence-building measures (CBMs) and
PD by 2000, the ARF began discussing a good offices role for the ARF chair,
the creation of an Eminent Persons Group within the ARF to address future
challenges, the production of an Annual Security Outlook, and voluntary
background briefings by any member on regional security. Originating
from a Track II advisory group, these ideas were endorsed by the ARF with
the exception of a good offices role for the chair. Both China and some
ASEAN states objected to this enhanced chair authority for fear that it could
lead to interference in their internal affairs.27

The activist states within the ARF (the United States, Japan, Australia,
and Canada) have promoted a PD agenda, but the ASEAN Way procedure
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requiring consensus has effectively blocked it. Moreover, the fact that an
ASEAN state will always chair the ARF means that disputes between
ASEAN and non-ASEAN members will not be deliberated before the ARF.
One observer has noted that frustration with the ARF’s inability to have
an impact on regional security has led the United States and Japan to di-
minish their attention. The only ways PD will be activated in the ARF are
if the non-interference principle is moderated, the ARF develops more
practical PD measures, and structural reform occurs that dilutes ASEAN’s
dominance. None of these appear on the horizon.28 Nevertheless, a recent
innovative ARF exercise suggests there may still be hope for innovation: in
January 2007, the ARF held its first simulated sea exercise in Singapore
with representatives from twenty-one countries. Their task was to trace a
missing ship possibly hijacked by terrorists. The key aim of the exercise
was to acquaint participants with varying national protocols. While gen-
eral satisfaction was expressed with the results, no plans have been made
for future exercises.29

ASEAN Offspring: ASEAN � 3

If the ARF has been ASEAN’s expansion to the Asia-Pacific and beyond for
security discussions, then ASEAN � 3 (APT) is the device to link Northeast
and Southeast Asia together for economic matters in the aftermath of the
1997 financial crisis. Unlike the ARF, the ASEAN ministerial conferences
and the Asia-Pacific Economic Cooperation (APEC) forum, the United
States is excluded while China, Japan, and the ROK were charter members.
Indeed, the three Northeast Asian states have all established partnership
agreements with ASEAN that link prosperity with peace. Closer East Asian
cooperation in the APT emerged from the frustration and disappointment
in Washington’s reluctance to aid Southeast Asia during the financial crisis.
Moreover, this perceived U.S. indifference toward ASEAN also made South-
east Asia aware of the danger of a unipolar world and the need to diversify
economic relations. By 1998, the APT leaders agreed to hold a regular sum-
mit and a series of meetings for foreign and finance ministers. The APT’s
major achievement was the Chiang Mai Initiative inaugurated at the 2000
summit in Thailand. Chiang Mai was a currency swap arrangement between
central banks to enable member states to protect themselves better against
future speculative attacks on their currency. For ASEAN particularly, Chiang
Mai was designed to offer an alternative to the Western-dominated Interna-
tional Monetary Fund that imposed such draconian conditions in the 1997
crisis that two governments fell (Indonesia’s and Thailand’s) and some
ASEAN states’ economies were set back for several years. In 2004, at China’s
initiative, the APT launched a new East Asia Summit (discussed below) that
expanded the APT’s purview to security issues. China, with Malaysia’s en-
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dorsement, hoped the EAS would be restricted to APT members only, thus
excluding the United States and other non–East Asian states.

APT has become a forum where the major powers of Northeast Asia com-
pete for the economic leadership of Southeast Asia via a set of free trade
agreements that primarily privilege the stronger Northeast Asian
economies.30 An APT unit was set up in the ASEAN Secretariat to research
specific issues raised by the principals that gradually led to the creation of
detailed agendas for APT meetings. Though as in all ASEAN-based organi-
zations, decisions carried no enforcement provisions, APT through the cur-
rency swap arrangements built a significant financial reserve that could
serve the practical purpose of dampening monetary crises. By early 2004,
the cumulative value of these swap arrangements had risen to $36.5 billion,
providing some financial psychological security that had been unavailable
in 1997.31

ASEAN and Multilateralism’s Future: The EAS

The most recent manifestation of a wider East Asia came into existence
with the December 2005 inaugural East Asia Summit (EAS). While South-
east Asia had been “institutionalized” since ASEAN’s creation in 1967, there
was no Northeast Asian counterpart until ASEAN � 3 (China, Japan, the
ROK) was put together at ASEAN’s initiative in 1997. The EAS was a
Malaysian proposal strongly backed by China. For Kuala Lumpur, the in-
tention was for the EAS to develop like the APT, moving from a relatively
restricted economic agenda gradually to look at “security, democracy, good
government, the rule of law, every aspect of human security.” Both Malaysia
and China projected the EAS to be independent of the United States, an ex-
clusively East Asian forum. Other ASEAN members plus Japan, however,
fearing China’s possible domination, pressed for invitations to Australia,
New Zealand, and India—the result being that the EAS includes a number
of America’s friends and allies despite Washington’s absence.32 ASEAN also
insisted that only its members could host the annual summits. Thus, com-
parable to the ASEAN � 3, ARF, and APT meetings, ASEAN would be in the
driver’s seat.

ASEAN had imposed three conditions for EAS participation: (1) adher-
ence to the TAC, (2) dialogue partner status, and (3) “substantial” relations
with ASEAN. Russia has applied to the EAS with strong support from
Malaysia, China, and the Philippines despite reservations from Singapore,
Indonesia, and Japan. Singapore argued that Russia’s ASEAN ties were not
substantial; Jakarta fears that Moscow’s membership would reduce ASEAN’s
dominance; and Tokyo opposed because of its territorial dispute and also
because it saw Russia as a Chinese ally.33 Because of a lack of consensus,
Russia was not represented at the January 2007 EAS.
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U.S. reticence about the EAS is based on skepticism about the prolifera-
tion of multilateral activities in Asia and the belief that APEC and ARF
should be the lead Asia-Pacific agents in economics and security. The
United States often finds the Asian model of multilateralism to be inordi-
nately concerned with consensus and, therefore, the lowest common de-
nominator approaches to confidence building. This orientation moves the
region too slowly to solve Asia’s pressing political, economic, and security
challenges. Washington prefers ad hoc multilateral mechanisms to deal
with specific regional problems such as the Six-Party Talks on North Korea’s
nuclear weapons.34 ASEAN leaders have urged the United States to sign the
TAC and join the EAS. While not refusing explicitly to do so, in March 2007,
the State Department stated coyly that “we are studying the various legal
and policy issues related to possible U.S. accession to the treaty. The United
States has not made a decision at this time on whether to sign.”35 One ex-
planation frequently given for Washington’s hesitation is concern that the
TAC would limit naval movements in wartime because the treaty constitutes
a non-aggression pact. However, none of America’s Asian allies accept this
interpretation; nor do they see their signature on the TAC as limiting their
defense relationships with the United States. One other possible explana-
tion for Washington’s inaction is the administration’s apprehension that
the U.S. Senate will not ratify the treaty, thus worsening Washington’s rela-
tions with ASEAN.

CONCLUSION

ASEAN and the ARF as cooperative security arrangements designed to en-
hance common interests and cope with common challenges are explicitly
neither defense arrangements nor alliances. They were not formed to
counter specific threats; moreover, they coexist with several of their mem-
bers’ separate defense arrangements with external powers, particularly the
United States, but also the UK, Australia, and New Zealand through the Five
Power Defence Arrangement. Although ASEAN and the ARF focus on dia-
logue and confidence building, they also attempt to create norms and codes
of conduct as ways to avoid conflict. (These characteristics are emphasized
by Constructivist theories.) Balance of power considerations operate within
cooperative security regimes. For example, a major purpose in ASEAN’s for-
mation was to constrain Indonesia’s hegemonic aspirations by forcing
Jakarta to consider its neighbors’ security needs. Nevertheless, successful co-
operative security still depends on access to an external countervailing
power whose own policies are compatible with the cooperative security or-
ganization’s. In ASEAN’s case, this is the United States. Washington’s Asian
military presence supports ASEAN’s own goal of ensuring that no hegemon
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arises (China). That China and the United States are both ARF members
constitutes from ASEAN’s viewpoint a way of constraining China’s political
ambitions while keeping the United States involved in East Asian security.
In recent years, however, the PRC has more effectively used the ARF and
such related groups as ASEAN � 3 to promote Beijing’s political and eco-
nomic international agendas than has the United States, which appears
from Southeast Asia’s vantage point to be inordinately concerned with the
Middle East and fighting radical Islamic terrorism.

ASEAN members are still suspicious of one another’s policies and mo-
tives. There is a history of subversion against neighbors that led to an im-
portant institutional pledge: the Declaration of ASEAN Concord by which
each member state resolved to eliminate subversive threats to neighbors.
No sanctuary would be given to groups bent on overthrowing members’
regimes. Nevertheless, Burmese and Laotian minority ethnic insurgents
have sheltered in Thailand, and thousands of Indonesian illegal migrants
have periodically strained Kuala Lumpur–Jakarta relations. Most recently,
Indonesian terrorist recruits have journeyed to the southern Philippines for
training in Islamic camps run by the Abu Sayyaf or radical members of the
Moro Islamic Liberation Front. All of these reveal the susceptibility of sev-
eral ASEAN states to domestic challenges across international boundaries.
ASEAN is able to do little to counteract these intramural frictions.

The Association is more successful in associative power balancing. Brunei’s
adherence to ASEAN served to protect the tiny Borneo Sultanate from the
competitive pressures of Malaysia and Indonesia. The Third Indochina
Conflict illustrates ASEAN’s use of extramural balancing by which the asso-
ciation aligned diplomatically with both China and the United States to
prevent Vietnam from consolidating its hold on Cambodia. Associative bal-
ancing fell short when ASEAN was unable to agree on a Code of Conduct
on the South China Sea to counter China’s “creeping imperialism.” Differ-
ences among those ASEAN members claiming some degree of sovereignty
over the Spratlys blocked any consensus so that the ultimately toothless
1992 ASEAN Declaration on the South China Sea was more an effort at con-
flict avoidance than resolution. Vietnam, the Philippines, and China
reached an agreement in 2005 completely outside ASEAN, which the other
claimants (Malaysia, Brunei, Taiwan) have ignored, that provides for joint
exploration of the seabed around the Spratlys while splitting the costs and
future benefits. ASEAN’s inability to effect a South China Sea regime may
be attributed to both its intramural differences and the inability of the as-
sociation to find an external countervailing power willing to contain
China’s hegemonic aspirations.

With the post–Cold War, the structure of East Asian politics changed.
ASEAN states realized that prospects for Southeast Asia’s autonomy had be-
come obsolete. The ARF’s creation in 1994 brought East Asia’s two sub-regions
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together along with the EU, North America, Australia, and New Zealand to
form the largest security discussion organization in the world. ASEAN’s hope
was to dominate the ARF procedurally and to impose the association’s TAC as
the forum’s Code of Conduct, thus committing members to abjure the use of
force. China and its South China Sea claims were the target. ASEAN also hoped
that by including the United States, China, and Japan in the ARF, a stable dis-
tribution of power would result. The EAS whittles down the ARF’s membership
so that only predominantly Asian states belong, though—as in the other Asian
regional organizations thus far “talk” predominates over “community.”

Disappointment in the efficacy of regional bodies has meant that bilat-
eral engagements remain the focal point of real regional security actions. A
recent example is the 2007 Bali agreement between Singapore and Indone-
sia for a bilateral extradition treaty and defense cooperation agreement that
required tough negotiations because the outcome had real effects on the
signatories. Indeed, annual ASEAN summits are more significant for the bi-
lateral deals concluded on the sidelines than any multilateral agreements at
the main event. The U.S. agreement to hold a summit with ASEAN is one
such sideline case in point.36 Ironically, then, ASEAN and its offspring (ARF,
ASEAN � 3, and the EAS) better serve Asian international relations as ven-
ues for smaller sideline meetings that address specific national concerns
than in the larger gatherings that create rhetorical agreements with little
subsequent capability or intention for implementation.
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Since the first European settlers landed on the Australian continent in 1788,
the security of the society they founded has depended ultimately on West-
ern strategic primacy in the East Asian littoral. For the last century, since the
eclipse of Britain’s global naval predominance, that primacy has been exer-
cised by America. America’s capacity to maintain strategic primacy through-
out the twentieth century, as Asian powers grew into modern industrial
states with modern military capabilities, has been central to Australia’s
sense of its security with a stable regional order in Asia since at least the visit
of the Great White Fleet one hundred years ago. But the scale and pace of
economic change in Asia over the last few decades, and especially in the last
few years, has posed new challenges to U.S. primacy and to the regional or-
der (that U.S. primacy has for so long maintained).

Asia’s historic economic transformation has created immense economic
opportunities for Australia, which have underwritten its prosperity over re-
cent decades and raised expectations of an even richer future. But the chal-
lenges that Asian economic growth now poses to American primacy and
Asian order raise big and unsettling issues for Australia. They require Aus-
tralians to think deeply about what kind of new order in Asia would offer
the best prospects of peace and security for Australia in the Asian Century
and what their country can do to help bring such an order about. This chap-
ter will examine these questions about Asia’s new regional system from a
specifically Australian viewpoint—a viewpoint that must necessarily reflect
both Australia’s traditional closeness to the United States, based on ties of
culture, ideology, and history, and Australia’s ever-deepening engagement
with Asia based on ties of economics, geography, and, increasingly, demog-
raphy.
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In considering their approach to Asia’s future, Australians have to re-ex-
amine some of their oldest and most basic strategic and political assump-
tions and contemplate diplomacy of a complexity that they have not had to
deal with before. Consider this: for over two hundred years since the first
settlement, Australia’s major trading partners have been her closest allies,
or, like Japan, the allies of close allies. But over the past few years China has
been by far the fastest-growing market for Australia’s exports, and in 2007
China overtook Japan as Australia’s major trading partner.1 China is not an
ally of the United States—thus in the future, it seems, Australia’s major trad-
ing partner is likely to be an active strategic competitor of its major ally. This
makes Australia’s international situation much more complex than ever be-
fore, and little in Australia’s history has prepared it for managing this com-
plexity. Not surprisingly, Australian policy in recent years has shown signs
of confusion as it grapples with new and unfamiliar questions and issues.
But a clearer pattern may now be emerging, and it is possible at least to
sketch the outlines of a new Australian approach to the emerging regional
order in Asia. Some of the results may be quite surprising.

Of course, these questions about the future international order in Asia are
not the only topics on Australia’s foreign and strategic policy agendas today,
nor are they necessarily the ones that attract the most headlines. Like other
countries around the world, Australia worries about a host of security con-
cerns that seem to have little to do with traditional strategic affairs—problems
like terrorism and the risks of state failure. For Australia these problems might
be global, but they are not remote: for example, Australia faces major chal-
lenges in supporting the development of weak states and averting the risk of
state failure on its immediate doorstep in places like East Timor and the
Solomon Islands. But urgent concerns like these have not prevented concerns
about Asia’s future order from attracting significant attention. During the elec-
tion campaign debate, Australia’s new prime minister, Kevin Rudd, specifi-
cally listed the rise of China and India among the key challenges facing Aus-
tralia and made no mention of the threat of terrorism. Australians today are
uneasily aware of the risks inherent in their strange situation: a cosmopolitan
but manifestly Western society occupying a vast, rich island continent on the
margins of Asia, half in and half out of the richest, most dynamic, but ar-
guably also the riskiest region in the world. At the dawn of what promises to
be the Asian Century, both the risks and the opportunities of Australia’s
strange situation seem more potent than ever.

THE OLD ORDER

It helps to start by sketching how Australians have seen the existing order
from which any new regional system in Asia will develop. From an Aus-
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tralian perspective, Asia’s recent era of peace and prosperity dates from the
late 1960s and early 1970s. At that time, many of the conflicts and anxieties
that characterized Asia in the first two decades after the Second World War
were damped down. Close to home for Australians, the risk that the erratic
and adventurist Sukarno might destabilize Southeast Asia and take Indone-
sia into the communist camp was dispelled after 1965 when Suharto es-
tablished his New Order and committed Indonesia to steady development
at home and good relations with its neighbors, including Australia. The es-
tablishment of ASEAN in 1967 marked the end of post-colonial turbulence
in maritime Southeast Asia and ushered in a long era of cooperation, eco-
nomic growth, and social and political development. Above all, President
Nixon’s visit to Beijing in 1972 signaled China’s acceptance of the status
quo in Asia and the start of China’s integration into the post-colonial Asian
order. It therefore marked the end of a twenty-year period in which China
posed a real threat to Australia’s vision of regional peace and stability and
inaugurated an unprecedented era of peace and harmony between Asia’s
major powers.

In retrospect, we can see that the opening to China not only provided the
conditions in which America and its allies, including Australia, could with-
draw from Vietnam without risking the strategic reverses that had driven
our intervention in the first place. It also laid the political and strategic
foundations for stable and cooperative relations between East Asia’s most
powerful states and thus provided the essential preconditions for China’s
economic transformation from the late 1970s. Since they were transformed
by Nixon’s diplomacy in the early 1970s, the triangle of relationships be-
tween the United States, China, and Japan, upon which peace in Asia pri-
marily depends, has proved remarkably stable and durable. The key to this
triangular set of understandings has been U.S. primacy. America’s credible
strategic commitment to Japan reassured Japan that it need not arm against
China and reassured China that it need not fear Japan. In return both Japan
and China accepted U.S. primacy. In particular, China accepted that it could
achieve its ambitions domestically and internationally without contesting
U.S. primacy in Asia—or, to put it another way, Beijing was willing to limit
its international ambitions to conform to the reality of American power, in
return for the reassurance that America provided against Japan.

Looking back over the past thirty years of peace, the emergence of this
particular form of stable order in Asia after the Vietnam War has an air of
inevitability. But at the time it seemed highly unlikely. As Vietnam digressed
in the late 1960s, many observers expected the emergence of a new balance
of power in Asia in which the United States would be forced to share power
with China, Japan, the Soviet Union, and others.2 Nixon’s Guam Doctrine
seemed to indicate that the United States itself expected and accepted this
outcome. Australians certainly feared that the United States would play a
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much less active role in supporting Australian security interests than it had
in the years since 1945. By the mid-1970s, however, these concerns had
eased. Australians expected the United States to stay engaged in ways that
would effectively stabilize Asia’s major-power balance, even if Washington
would no longer be so willing as before to become engaged in minor re-
gional conflicts. In the light of this confidence, Australians put aside long-
standing concerns about major-power conflict in Asia and focused their
strategic attention more narrowly on their immediate neighborhood.3

Over the following two decades Australian strategic policy emphasized
that America’s role in keeping the peace between Asia’s major powers was
the key stabilizing factor in the Asian strategic system, and hence of Aus-
tralia’s own security.4 It allowed China to abandon the economic legacy of
communism and autarchy and begin its remarkable emergence as a market
economy, fully integrated into the global system. Australia has been a ma-
jor beneficiary, as it has become ever more deeply integrated into the Asian
region. Most obviously this is true economically. Over 57 percent of Aus-
tralia’s total export trade is with Asia.5 Asian trade partners occupy five of
the top six positions among its leading export destinations, and they are by
far the fastest-growing section of Australian exports.6 Much of this growth
in trade reflects Australia’s role as a major supplier of raw materials—energy
and minerals especially—to Northeast Asia’s manufacturing behemoths. It
would be fair to say that since the 1950s, Australia’s prosperous modern so-
ciety has been underwritten by its mineral and energy exports to Northeast
Asia.

But Australia’s engagement with Asia has not been limited to economics.
Since the late 1960s Australia opened itself to immigration from Asia, and
newcomers from Asia have for many years now constituted the largest
source of Australia’s large annual migrant intake. As a result, the country’s
ethnically diverse and multicultural society is taking on an increasingly
Asian flavor. Travel, tourism, study, and cultural links have likewise grown;
Australia, for example, is host to huge numbers of students from Asian
countries. Moreover Australia has slowly built itself a place in Asia’s com-
plex regional politics. While neither projecting itself as “Asian,” nor being
accepted as such by its Asian neighbors, Australia has been influential in
helping to build regional forums like Asia-Pacific Economic Cooperation
(APEC) and the ASEAN Regional Forum (ARF) and has participated in the
East Asian Summit meetings. For many years Australia has been active in
prompting regional security, especially in Southeast Asia, building strong
bilateral defense links, especially in maritime Southeast Asia, and actively
promoting the development of regional multilateral security cooperation.
By the early 1990s Australian leaders started to talk of their country seeking
security “not from Asia, but in and with Asia.”
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Looking Ahead

Where to from here? For Australia, Asia’s dynamism and the promise of
an Asian century offer massive opportunities for economic growth and in-
creasing integration into the Asian region. But at the same time, the in-
creasing weight—economic, political, technological, and military—of Asia’s
major powers does raise the prospect that within a few decades the U.S. pri-
macy that has done so much to underwrite Asia’s stability and Australia’s se-
curity and prosperity may wane. The American-led post-Vietnam order in
Asia thus risks falling victim to its own success. Thirty years of peace be-
tween East Asia’s major powers has provided the setting for unprecedented
economic growth. But that growth, and the resulting revolution in power
relationships that it has initiated, may now threaten to undermine the
foundations of the order that made it possible.

GROWING UNEASE AND MIXED SIGNALS

Australian policymakers started to sense that China’s economic growth may
pose threats to the post-Vietnam regional order in the early 1990s, soon af-
ter the end of the Cold War. They identified two trends that might under-
mine the understandings that have been sustained between Asia’s major
powers.7 First, they feared that the United States might pull back from Asia
once the strategic imperatives of the Cold War were lifted. This proved to be
baseless, and it eased in the mid-1990s after the Clinton administration
provided a coherent and convincing rationale for sustained U.S. engage-
ment backed by major military commitments in Asia. The second concern
was that China’s growing economy might eventually undermine the bal-
ance between Asia’s major powers. This fear has proven to be more durable.
In 1997 an official Strategic Policy Review published by the Australian gov-
ernment specifically identified China’s growing power as one of the decisive
dynamic elements in Australia’s security environment and described how as
a result Australia’s strategic policy horizons would have to broaden.8

In the 1970s and 1980s Australia had defined an “Area of Broad Strategic
Interest” limited to Southeast Asia and the Southwest Pacific.9 The idea that
Australia’s strategic attention could be focused narrowly on Australia’s near
neighborhood reflected an assumption that major disturbances in Asia be-
yond this area, involving Asia’s major powers, were highly unlikely because
of the strength of America’s stabilizing presence and the order that imposed
on major-power relations in Northeast Asia. But by 1997 this view was
abandoned in favor of a renewed recognition that events affecting the ma-
jor-power balance in the wider Asia-Pacific were becoming more probable
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and that should they occur they would profoundly affect Australia’s secu-
rity.10 Moreover, the 1997 Strategic Policy Review identified Australia’s core
strategic interests in the Asian major power balance. First, that Australia
would not want to see Asia dominated “by any single power whose interest
might be inimical to Australia’s” (which was code for, “by any power other
than the United States”). Second, that Australia would not want to see de-
bilitating levels of strategic competition between the region’s major pow-
ers.11 These ideas were carried forward and refined in the Defence White Pa-
per produced by Canberra in 2000. The 2000 White Paper recognized that
Australia’s security could be affected by the challenge to the regional order
posed by China’s rise. It was explicit in reiterating the vital role played by
the United States in keeping the peace between Asia’s major powers.12 It
also implied that Australia needed to place more emphasis on its ability to
support the United States in conflicts with China should they occur.13 This
need significantly influenced key capability choices, including the decision
to seek a fifth-generation replacement for Australia’s F-18 and F-111 com-
bat aircraft.14

At the same time, however, there was a growing recognition of the possi-
bility that Australian interests in the future shape of major-power relations
in Asia might diverge from those of the United States. By the late 1990s
China had already become Australia’s fastest-growing export market, and
the government in Canberra was placing very high priority on cultivating a
political relationship with Beijing that would underwrite and reinforce the
burgeoning economic relationship. Over the second half of the 1990s, Bei-
jing had made it plain that it was not disposed to criticize Australia’s al-
liance with the United States, as long as there was no suggestion that Aus-
tralia was being drawn into a U.S.-led containment strategy against China,
and as long as Australia conformed strictly to the “One China Policy” on
Taiwan, which Australia was happy enough to do.

On this basis, Australia-China relations have blossomed. On the other
hand, the scope for divergence between U.S. and Australian views of China
emerged as early as 1999, when an unofficial but highly influential meet-
ing of Australian and American leaders in Sydney witnessed a lively debate
about whether Australia would or should automatically support the United
States in any conflict with China over Taiwan.15 In these and other ex-
changes it became clear that for most Australians, avoiding conflict with
China was a much higher priority, and supporting Taiwan a much lower pri-
ority, than for many Americans. Many Australians felt uneasy about U.S. ex-
pectations that Australia would automatically support them in a conflict
over Taiwan, especially if it was caused by irresponsible actions in Taipei. So
as the new century dawned, Australia had some thinking to do. Unease
about the implications of China’s growing power was balanced by fears that
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the United States might draw Australia into conflict with China over what
Australians tended to see as second-order issues.

Against this background, Australian strategic policy concerning Asia in re-
cent years has shown signs of confusion, and as a result Canberra has de-
livered mixed signals to allies and regional neighbors alike. The Howard
government, which held office from 1996 until late 2007, often sought
refuge in a kind of breezy optimism that Australia would not be faced with
any hard choices. Then prime minister John Howard said in a major speech
in 2004 that he “is not one of those who regards escalating strategic com-
petition between the US and China as inevitable,”16 and often boasted that
he had managed to build close relations with Beijing while remaining a
close ally of the United States. But in fact, while remaining among President
Bush’s staunchest allies in the “war on terror,” much of Howard’s diplo-
macy up until early 2007 showed a strong pro-China inclination.17 This
caused some mild consternation in Washington. It also raised eyebrows in
Tokyo, where Australia’s eagerness to build strong political links with China
has been seen as something of a desertion by Canberra of old and loyal
friends. Then in 2007 Howard executed something of a U-turn. His govern-
ment took steps that could only be seen as a swing back to a more pro-U.S.,
pro-Tokyo line. Now the new Rudd government, elected in November 2007,
shows signs of taking Australia back toward the more even-handed ap-
proach that characterized Howard until 2007. The resulting zigzags in Aus-
tralian policy are evident especially in Australia’s approach to current de-
bates on institution-building in Asia.

BUILDING INSTITUTIONS

Like other countries in Asia, Australia often approaches questions of the fu-
ture regional order in Asia via discussion of the regional institutions, espe-
cially security institutions, that might reflect or shape that order. This has
not been straightforward, because Asia’s existing regional security institu-
tions appear weak and insubstantial, at least when compared with those of
Europe, which is the only comparable region of powerful states. Nonethe-
less, no alternative approach to conceiving or building a new order in Asia
has gained much momentum, so more or less by default the institutional
approach has led the field, both among governments and commentators.
Two themes have dominated the search for new regional security architec-
ture in Asia. One has focused on the evolution of the U.S. alliance system
in Asia. The other has been the development of new and more effective re-
gional multilateral security forums. These alternatives are not hermetically
sealed off from one another: at times the two approaches have converged
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and at times they have diverged, and there is clearly scope for interaction
between them.

Australia has been active in many elements of these institutionally based
approaches to a new Asian order since the end of the Cold War. Initially,
Australia played a prominent part in the development of regional multilat-
eral forums in the early post–Cold War years. It was among the founders of
APEC and early identified the strategic and political significance of the
grouping. Australia’s view was always that the most important function of
APEC was to bind the United States into the Western Pacific, counteracting
anxieties about U.S. withdrawal after the Cold War. Likewise Australia was
among the leaders of the push to establish the ASEAN Regional Forum as a
way to build on the success of ASEAN (Association of Southeast Asian Na-
tions) to create a regional forum in which security issues could be addressed
and the shape of a post–Cold War strategic order in Asia negotiated.

These Australian initiatives were very much the product of the highly ac-
tivist, Asia-oriented foreign policies of the Labor governments led by Bob
Hawke and Paul Keating. For various reasons the more conservative
Howard government, which took office in 1996, did less to promote re-
gional security multilateralism and contribute to the creation of new fo-
rums, but it did work quite hard to win a place for Australia in some of the
new forums that others have developed in recent years. Australia has been
excluded from the ASEAN � 3 structure that has probably been the most
important and dynamic new regional grouping to emerge over the past
decade. After a major effort, it won acceptance as a participant in the East
Asia Summit (EAS), which first met in Kuala Lumpur in 2005. Australia’s
desire to join the EAS was a significant step in the evolution of its regional
diplomacy. Hitherto Australia had resisted the establishment of any re-
gional body that excluded the United States; with the EAS, Australia was
very keen to join one, suggesting that Canberra had come to accept that the
trajectory of regional political evolution in the years after the East Asian
economic crisis included the development of an East Asian political com-
munity that would exclude the United States but that Australia badly
wanted to join. No clear policy framework underpinned this shift in inter-
est; rather it was guided by an instinctive sense that when so many of Aus-
tralia’s neighbors and trading partners in regions so strategically important
to Australia were meeting together, Australia would not want to be left out.

The same reactive ambivalence has characterized Australia’s response to
the evolution of the Six-Party Talks over North Korea, and especially the
suggestions that this forum might evolve to become a standing regional se-
curity institution. Australia has always recognized the possibility that the
major states engaged in Northeast Asia, where Asia’s center of gravity obvi-
ously lies, might form their own security forums to manage issues between
them. While appreciating the advantages to Australia of stable major-power
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relations that such a forum might help promote, Canberra has been uneasy
at the thought of being excluded from discussions in which its interests are
so clearly engaged. The result has been a clear ambivalence: keen for North-
east Asian security issues to be addressed effectively, but concerned lest it be
excluded from an important forum. As the major powers are unlikely to pay
much attention to Australia’s views on the question one way or the other,
there has never been much reason for Canberra’s ambivalence on this as-
pect of regional security architecture to be resolved.

But on one feature of regional security architecture Australia has, until re-
cently, been generally clear. It has resisted suggestions that the U.S. alliance
structure in Asia should be modified to meet new strategic circumstances.
Periodic American musings about the evolution of the San Francisco system
of bilateral treaties into something more multilateral, more NATO-like,
have met with responses from Canberra ranging from tepid to distinctly
cool. The reason for this is simple enough. Whereas in Europe it may be
credible to see alliances like NATO today primarily in post-strategic terms,
as institutions for responding to non-state, sub-state, and trans-state threats
and crises, in Asia they retain their primal strategic function. America’s hub-
and-spokes alliance structure in Asia performs, as we have seen, the primary
function of stabilizing relations within the region’s most problematic strate-
gic dyad—China and Japan. It does that by a systemic ambivalence; Amer-
ica’s role as Japan’s security guarantor both reassures Japan and reassures
China. That dual reassurance has been the foundation of the stable post-
Vietnam order in Asia. Plans to move from the hub-and-spokes model to a
regional multilateral model of alliances would threaten that mechanism if
it excluded China, and it would be fanciful to presume that it wouldn’t.
China’s inclusion would constitute an acknowledgment by China of the
permanence of U.S. primacy in Asia, which seems highly unlikely. Exclu-
sion of China would make it plain that the purpose of any “Asian NATO”
would be to resist the emergence of a Chinese challenge to American pri-
macy. That is an objective Australia has not hitherto been willing to en-
dorse.

However, John Howard’s shift in policy in 2007 suggested Australia might
start feeling more positively toward a multilateralized U.S. alliance archi-
tecture in Asia. The trend started further back, in around 2001, with the es-
tablishment of a relatively modest official-level Trilateral Strategic Dialogue
(TSD) between the United States, Japan, and Australia at senior officials’
level. But in 2006 this dialogue was elevated to foreign minister level, with
a meeting in Sydney between Condoleezza Rice, Taro Aso, and Alexander
Downer.18 Then in 2007 the dialogue was further elevated when President
Bush, Prime Minister Abe, and Prime Minister Howard met in the margins
of the APEC Summit in Sydney. There is no evidence that much of sub-
stance actually occurred at these meetings, but the fact that they have taken
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place at steadily rising levels of representation suggests that over the past
two years, especially, the political symbolism if not the policy substance of
the TSD has come to be valued fairly highly by the three parties.

The impression that Australia has been revising its views on a more mul-
tilateral U.S. alliance structure in Asia was then reinforced by developments
in Australia’s bilateral strategic relationship with Japan. Australia has for
many years been cultivating low-key strategic interactions with Japan and
has strongly encouraged Japan to take a more active strategic role in Asia
and beyond. Australia, for example, was enthusiastic about deploying forces
to support Japanese troops undertaking reconstruction work in Iraq in 2004
and 2005. However the development of this relationship took a sharper fo-
cus in early 2007 when Australia and Japan signed a bilateral Joint Decla-
ration on Security Cooperation. In substance the Joint Declaration amounts
to very little, reflecting the limits imposed on practical defense cooperation
between Tokyo and Canberra imposed by distance, divergent strategic pri-
orities, and Japanese legal and political constraints. But the way in which
the agreement was presented sent a clear message that rather more was in-
tended—at least by Australia—than the substance of the agreement itself
conveyed. Australian prime minister John Howard traveled to Tokyo specif-
ically to sign the agreement. In his press comments at the time, while ac-
knowledging that the Joint Declaration fell well short of a full-scale security
treaty, he indicated that Australia might well have been happy to sign a full-
scale treaty with Japan and would be willing to consider it again in the fu-
ture. And he abruptly rejected a suggestion that Australia might reach a sim-
ilar agreement with China, saying that that would not be possible because
China was not a democracy.19 While doggedly denying that any of Aus-
tralia’s policies were directed against China, it was clear that Howard was in-
tent on presenting an impression that Australia was building a new and
qualitatively different strategic relationship with Japan, closely aligned with
its U.S. alliance, and directed at supporting strategic interests shared by the
democracies in Asia and not by others.

This impression was further reinforced by Australian involvement in nas-
cent quadrilateral security interactions with the United States, Japan, and
India. Whether there is any substance or momentum to the quadrilateral se-
curity construct is not yet clear, but at the least one can say that Howard’s
willingness for Australia to participate in the first steps through involve-
ment in officials-level discussions was consistent with the pattern of inter-
est outlined here in the evolution of an Asia-Pacific Alliance of democracies
whose only coherent rationale could be to limit any Chinese challenge to
U.S. primacy in Asia.

Howard and his conservative government having lost office, it is now
hard to say whether these steps in 2007 presaged a sudden and fundamen-
tal reversal of his basic policy approach to Asia’s future order. It certainly
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seemed that way. For a decade the Howard government had been a strong
advocate of an open and inclusive approach to China. Howard’s mantra
had been “to focus on things that unite us not those that divide us,” and he
was careful to distance himself from U.S. or other policies or approaches
that might be interpreted in Beijing as directed at China. He had even at
times presented Australia as a kind of go-between in the U.S.-China rela-
tionship—a neutral, honest broker.20 Then in 2007 he took a series of steps
that have moved Australia quite clearly away from China and toward what
might be seen as a converging U.S.-Japan consensus on the need to build a
clear political and strategic alignment to meet the challenge of China’s
growing power. Why did this happen?

The simplest explanation would be that Howard had become more un-
easy about China’s growing power and the way it might be used. However,
there is no clear evidence to support this view. No sharp issues of dispute
have arisen between Beijing and Canberra, the trade relationship had con-
tinued to grow strongly, and China had displayed its characteristically deft
diplomacy in managing the relationship so as to minimize any Australian
anxieties. A more credible explanation is that the United States and Japan
applied pressure to Howard to swing back a little from what they may well
have seen as Canberra’s excessively accommodating approach to China. On
this hypothesis the evidence is mixed. Neither Tokyo nor Washington has
overtly criticized Australia for being too pro-China. It is reasonable to sup-
pose that elements of both governments have been surprised and a little
disconcerted to see such a close ally and friend as Australia accommodating
itself so willingly to China’s aspirations for regional leadership. But the is-
sue has hardly been at the top of the Bush administration’s agenda with
Australia, which has been dominated by Iraq and terrorism, and there is no
evidence that Japan found ways to apply pressure on such issues to Aus-
tralian governments, nor that it has tried.

So while Canberra’s policy swing toward support for a multilateral al-
liance of democracies might have owed something to subtle, low-key
diplomatic pressure from the United States and Japan, this too seems an
inadequate explanation for such a sharp and significant policy shift. The
missing reasons may be found in domestic politics, because the start of
Howard’s policy reversal coincided closely with the elevation of Kevin
Rudd to the leadership of the Labor Party, still then in opposition. Rudd is
a fluent Chinese speaker and served several postings in China as an Aus-
tralian diplomat before entering politics. From the outset he posed a seri-
ous political challenge to John Howard, among other reasons because
Howard’s credentials on national security had been tarnished by Iraq and
Howard’s close association with the policies and personality of President
Bush. It is a plausible hypothesis that Howard may have hoped to discredit
Rudd by portraying him as too close to China, and in order to do that
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sought to relocate his own position somewhat closer to the United States. If
this was Howard’s plan, little came of it, because in the event there was no
systematic attempt to exploit the issue politically over the course of a long
and bruising election campaign. That may be because Beijing was quick to
detect the trend of Howard’s thinking and privately warned him not to play
the “China card” against Rudd. Such a warning would carry weight:
Howard’s main electoral asset was the strength of Australia’s economy, for
which trade with China is usually given most of the credit. Beijing might
have found it easy to undermine this plank of Howard’s platform.

The issue remains significant, notwithstanding Howard’s electoral defeat,
because it provides an important example of how questions of Asia’s chang-
ing regional order are affecting Australia in complex ways. But in the short
term at least the election of the Rudd government is likely to quell Aus-
tralia’s recent enthusiasm for steps toward a regional alliance of democra-
cies and see instead a return to the more ambivalent and cautious approach
that has characterized Australian policies until Howard’s U-turn in 2007.
Rudd has repeatedly affirmed his support for an inclusive regional architec-
ture in Asia that accepts and accommodates China’s growing power.21 He
has expressed reservations about the bilateral Japan-Australia Joint Declara-
tion on Security Cooperation, and his foreign minister, Stephen Smith, has
indicated that Australia will not take part in further meetings of the quadri-
partite U.S.-Japan-India-Australia grouping. Under Rudd it seems likely
then that Australia will revert to its long-standing aversion to the construc-
tion of an Asian multilateral alliance of democracies.

BACK TO BASICS

The best way to get below the complex eddies of contemporary policies and
politics to gain a deeper understanding of how Australia will view the fu-
ture international order in Asia is to explore the basic Australian interests
engaged in the big questions that will do most to shape that order.

Australians would do well to start close to home. The simple facts of ge-
ography ensure that a primary place in Australia’s strategic thinking will al-
ways be occupied by Indonesia. Australia’s other close neighbors are all
small, weak states incapable of posing a strategic challenge to Australia’s se-
curity. Indonesia, however, is different. The fourth-largest country in the
world by population, its 240 million people dwarf Australia’s 20 million.
No two neighboring countries in the world have so little in common: in his-
tory, culture, religion, economics, and geography, the two nations are pro-
foundly different. Under Suharto’s tough but effective New Order, relations
were generally positive, and it would have seemed reasonable to expect that
Indonesia’s so far remarkably successful transition to democracy in the
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decade since Suharto fell would have drawn the two countries closer. Alas
the opposite is the case; despite effective cooperation on specific bilateral
and regional questions, both countries have found it hard to move the re-
lationship forward. Tellingly, this has had little to do with tensions flowing
from the “war on terror”; Indonesia as the world’s largest Muslim state and
Australia as one of America’s closest allies have in fact generally cooperated
well in counterterrorism efforts. Since the bombings in Bali 2003 that killed
eighty-eight Australians, Indonesia with Australian help has mounted a rel-
atively successful counterterrorism campaign.

The more potent source of tension has been suspicions arising after the
events in East Timor in 1999, which stoked long-standing Australian per-
ceptions of Indonesian brutality and created new Indonesian suspicions
that Australia seeks to weaken Indonesia’s grip on the eastern end of its
sprawling archipelagic territory. These suspicions readily flare up over issues
like the status of Indonesia’s restive Papua province.22

The risk of these suspicions fueling serious conflict are somewhat con-
strained by the asymmetry between the two sides’ military forces: Indone-
sia’s huge army and Australia’s clear predominance in air and naval forces
means that in many scenarios neither side has viable military options
against the other. But should Indonesia eventually achieve the reforms
needed to sustain high economic growth, then it could relatively quickly
start to afford air and naval forces that would challenge Australia’s, and
hence alter the long-term strategic calculus. This is a possibility that Aus-
tralian defense planning can never afford to ignore. Moreover Indonesia re-
mains the only country that could credibly threaten Australia with serious
armed attack without there having first been major disruptions to the Asian
international order.

Other threats to Australia, arising from more powerful adversaries farther
away, could only arise from collapse in the stable Asian order that has been
described earlier in the chapter. From Canberra, the risk and consequences
of such a disruption would be determined primarily by the power relativi-
ties and political relationships between the region’s major powers—the
United States, China, India, and Japan. Of these, India is the least prob-
lematic of the big players from an Australian perspective. In the last decade
India has clearly emerged as a major element in the Asian strategic system,
and in the long term India may well turn out to be the biggest power of all,
but for the next few decades at least its economic power will probably re-
main well behind China’s and Japan’s, and for that and other reasons its
rise is so far not in itself disruptive to the Asian order. Indeed it would be
fair to say that, so far, India’s main strategic impact on the Asian regional
system has been via American attempts to enlist India as a balance to
China’s growing power. Australia has been predictably ambivalent about
this—keen to develop its own bilateral relationship with India, primarily as
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a trading partner, but reluctant to support a U.S. agenda to build India into
a regional strategic alignment. For this reason among others, the Rudd gov-
ernment has decided not to follow the United States by agreeing to sell nu-
clear material to India.

Japan poses much trickier problems for Australia. Japan has been Aus-
tralia’s major trading partner for decades until recently, and Tokyo and Can-
berra have developed a close political relationship as well. Overall the rela-
tionship with Japan has been Australia’s most successful and most
significant in Asia and remains very important. But the sense of closely
shared strategic interests that has underpinned this relationship has been
dented by diverging perceptions of China’s rise, which Japanese see as much
more threatening than do Australians. In recent years, as China-Australia re-
lations have developed strongly, a sense of competition has emerged be-
tween Tokyo and Beijing for Canberra’s attention. Tokyo, for example, fi-
nally agreed to negotiate a free trade agreement (FTA) with Australia against
strong domestic opposition only after China had done so, and China was
quick to follow the Japan-Australia Joint Declaration on Security Coopera-
tion with an offer of its own for high-level strategic consultations. Aus-
tralia’s aim in managing the relationship with Tokyo is of course to avoid
having to make choices between Japan and China, but there is an increas-
ing sense that that is exactly what Japan wants Australia to do. If so, the re-
lationship will probably lose some luster in coming years.

That brings us to China itself. There are four points that might usefully
be made here about Australian views of China’s rise.

First, Australians should not assume that China’s economy will continue
to grow over the next few decades as strongly as it has since 1979. Any num-
ber of constraints—political, environmental, or institutional as well as eco-
nomic—might slow, arrest, or even reverse China’s rise. But few in Australia
would be willing to bet that China will not keep growing. For three decades
China has consistently shown the ability and determination to adapt and
innovate to keep the economy growing notwithstanding serious con-
straints. In particular, any assumption that China cannot sustain strong
growth without radical political reform and liberalization seems unwise.
George W. Bush may believe that there is only one universally accepted
model for a successful society in the twenty-first century, but most Aus-
tralians would be willing to concede that the Chinese might be in the
process of proving him wrong.

Second, it is clear to Australians that China’s growing power is not lim-
ited to its economy alone. Its diplomatic influence has increased sharply, its
military capabilities, especially at sea and in the air, are likewise growing,
and massive investments in education are laying the deeper foundations of
China’s future strength. Third, there can be no doubt that China aims for a
greater share of regional power. Even if it does liberalize politically, it seems
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inevitable that China will seek to escape the subordinate position it has ac-
cepted vis-à-vis the United States as its economic power approaches that of
America. How soon that might happen is suggested by recent Goldman
Sachs estimates that China’s GDP (in market exchange rate terms) may
overtake America’s as soon as 2027.23 To think that China would continue
to accept U.S. primacy as the economic relativities narrow would presup-
pose that China can be persuaded to accept the inherent superiority of
America’s political system or the deeper moral foundations of its power.
That seems highly improbable. Alternatively it would require one to believe
that China can be contained by U.S. military power, even as the deeper eco-
nomic foundations of U.S. military supremacy erode. Or it would presup-
pose that the United States can assemble and lead a cohesive coalition of
allies that will accept U.S. leadership and will be able to impose on China
collectively what the United States alone could not. That in turn would pre-
suppose that a Chinese challenge to continued U.S. primacy would in itself
be regarded by current and potential U.S. allies as an unacceptable violation
of the international order, rather than a natural evolution of it in the face of
changing power relativities.

Which brings us to the fourth point: that China’s ambitions for a more
equal role in regional affairs would not be regarded per se as unacceptable.
Australians, like others in the Western Pacific, do have concerns about how
China might eventually use its growing power. They are aware of the risk
that China might be tempted to use military or other forms of pressure to
compel compliance to China’s agendas in the future. But they do not nec-
essarily think that is likely, nor do they think that any extension of Chinese
influence is necessarily illegitimate. Indeed they seem to think it would be
quite reasonable for China, as its power grows, to seek a more equal posi-
tion in Asia’s strategic and political order than it has enjoyed for the past
thirty years. Most Australians think rather well of China and seem willing
to trust it to behave responsibly on the regional stage.24 If China limits its
search for greater influence to peaceful, non-coercive means, then Aus-
tralians seem unlikely to object.

The key question for Australians, then, is how America responds to
China’s growing power and its bid for increased regional influence. Several
things are clear. First, Australia’s interests and inclinations strongly predis-
pose it to support sustained U.S. primacy in Asia. The case for deep en-
gagement is as strong today as when it was made by Joseph Nye in 1995.25

Certainly Australians need no convincing of that. Probably no country in
the world is more comfortable with U.S. power than Australia. While the
policies and style of the Bush administration have been as unpopular in
Australia as elsewhere, the public is easily capable of distinguishing the
United States itself, and Australia’s alliance with the United States, from the
policies and personalities of a particular administration in Washington.
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Australians remain strongly committed to the U.S. alliance and would be
comfortable with the United States continuing to play the kind of stabiliz-
ing leadership role that it has sustained in recent decades.

On the other hand it appears from the policies and attitudes that have
emerged over the past few years that Australia does not regard it as essential
that the United States retain clear strategic primacy in Asia. It would be
enough for the United States to remain engaged as a key player in Asia’s
new power balance, helping with others to ensure that China and Asia’s
other major powers do not abuse their position by attempting to dominate
the Asian system through coercion. In short, Australians would be happy to
see the United States remain as a—rather than the—key strategic power in
Asia, in the role of offshore balancer.

Like everyone else in Asia (perhaps except Japan), Australians do not want
to have to choose between the United States and China. To avoid making
such a choice they are more than happy to see America retreat somewhat
from its current leadership position in Asia to a more modest role, as long as
the United States continues to provide a reassuring insurance policy against a
Chinese bid for coercive hegemony. In particular, Australians would not be
willing to surrender their hopes for a good relationship with China in order
to help preserve U.S. primacy in Asia. If the price of sustaining U.S. primacy
is descent into an Asian cold war in which the United States and China are
locked in a systematically adversarial relationship, then for most Australians,
that price is too high. Their concern is that the United States may underesti-
mate the costs and risks of the kind of strategic competition with China that
might be entailed by the determined defense of U.S. primacy. From an Aus-
tralian perspective, muscular confrontation of China’s growing power would
be likely to destroy the international order it is trying to save.

Whether, and if so how, these attitudes can be reflected in enduring pol-
icy depends on whether the United States is willing to remain engaged in
Asia on any basis less than primacy. America’s foreign policy traditions pro-
vide few if any precedents, and most recent debate on U.S. policy toward
China is not reassuring. America’s current policy is most commonly de-
scribed as “hedging” and explained as seeking to encourage China to be-
have well, while remaining poised to impose constraints on China if it be-
haves badly.26 Of course, everything depends on what counts as behaving
badly. What exactly is America aiming to hedge against in its policy toward
China? The risk, from an Australian perspective, is that America is in fact
hedging against the possibility that China does not accept U.S. primacy on
U.S. terms as China’s power grows. If that is the case, then the scope for Aus-
tralia and the United States to drift apart in their approaches to China is
quite high. Australia would far prefer to see a U.S. approach to China that
hedged against the risk that China starts to use coercive means to enforce its
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primacy in Asia, but not against the possibility that China tries peacefully
to build a greater sphere of influence in Asia and to share with America the
shaping of the regional order.

In short, Australians would prefer to see the United States accept China
as an equal in Asia as China’s power grows. That view envisages that the
United States and China evolve a concert of power in Asia in which they,
and others, cooperatively shape regional affairs in the common interest.
That, in turn, would require the United States to accept China as an equal.
That is a big step: it implies accepting the legitimacy of China’s political sys-
tem, of its international interests and objectives where these may differ
from, even clash with, America’s, and of China’s growing military power. All
this seems a long way from U.S. policy today.

Something of this distance can be judged by the weight placed in U.S. dis-
cussions of China in the phrase “responsible stakeholder,” proposed by
Robert Zoellick a few years ago, to describe what America sees as China’s le-
gitimate future international role.27 Of course it is fine as far as it goes, but
what is striking is how little it offers to China. After all, would America not
expect every country to be a “responsible stakeholder”? Australia? New
Zealand? Tonga? What then does the phrase tell us about how America
plans to take account of the fact that China is already no ordinary power
and is likely to become within a few years the second-biggest economy in
the world and, on many dimensions of national power, the second
strongest? It suggests that the United States has not really come to terms
with the challenge that China poses to the international order and to Amer-
ican primacy. It suggests that the United States is relying too heavily on its
previous experience of dealing with Number Two powers. The Soviet Union
it contained and eventually crushed; Japan it made a subordinate ally. To
Australian eyes, neither model is likely to work with China.

Australia and the United States have enjoyed a close alliance for over fifty
years, and in many ways their strategic partnership stretches back another
half century before that. The alliance has worked and lasted because the two
countries have consistently converged in their views of key developments in
Asia over that time. Now things are changing. Different views of China
threaten to create the widest breach in strategic perceptions between Can-
berra and Washington in a century.
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Since the disintegration of the Soviet Union, extraordinary changes have
occurred in Central Asia, including the maturing of these newly inde-
pendent countries into increasingly competent and confident regional
actors. While extra-regional powers can and do influence developments
in this region, they can no longer do so without directly engaging the
governments of the region. Thus, in a literal sense, the “Great Game in
Central Asia” has come to an end. Yet this has not slowed the competi-
tion for international influence in the region, with Russia, China, and
the United States all trying to persuade these states to transform them-
selves in somewhat different ways. Following a spike after 9/11, U.S. in-
fluence has waned in Central Asia. Russia’s is holding steady, while
China’s influence is increasing.

Less influential than the “Big Three,” Iran and Turkey have also made
strong efforts to influence developments in this region, especially in the
early years when Turkey acted partially as a surrogate for the United
States. India was courted by the Central Asians but has been relatively re-
strained in its engagement with these states, as have most of the princi-
pal Arab states, while Pakistan had strong interest and commercial am-
bitions, but not the wherewithal to pursue them.

The Central Asian states rushed to join most international organiza-
tions that would have them, including the CIS (Commonwealth of Inde-
pendent States), which they joined at the Almaty (Kazakhstan) summit
of December 1991. The UN admitted all of them in 1992 and each
gained membership in the Organization for Security and Co-operation
in Europe (OSCE) as a successor state to the USSR. They also joined ECO
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(Economic Cooperation Organization),1 OIC (Organisation of the Is-
lamic Conference),2 and all but Tajikistan participated in a loose group-
ing of Turkic states, organized by Turkey’s late president Turgut Özal.3 All
but Turkmenistan joined the Collective Security Treaty Organization
(CSTO),4 organized at Russia’s initiative. Likewise all but Turkmenistan
are members of the Shanghai Cooperation Organisation (SCO).5 The
CSTO and SCO share many of the same goals, but the CSTO promotes
real integration of the militaries of the member states while the SCO
styles itself as an organization that understands modern security risks:
secession, extremism, and terrorism.

All this outside interest has not really made Central Asia a safer neigh-
borhood. The bilateral and multilateral security relationships the Central
Asian states have developed do not seem sufficient protection from the
risks that the region still confronts, which include social and economic
pressures created by incomplete market reforms and the shocks of polit-
ical transition from Soviet-era leaderships.

The continued instability in Afghanistan inflates the risk of terrorism,
to which all states are vulnerable. None of the Central Asian states have
problems analogous to the one Russia confronts in Chechnya or China
faces in the Xinjiang Uighur Autonomous Region. All of these states be-
lieve themselves to be threatened by “extremist” groups, but often these
governments employ the label “extremist” to outlaw groups that oppose
the current regime but are not preaching nor seeking its armed over-
throw. This battle against “extremism” diverts governments from politi-
cal and economic reforms that might limit the appeal of such groups.

There is no effective regional framework for regulating shared trans-
port links and two shared water basins (created by the Syr Dar’ya and
Amu Dar’ya rivers). Competition over water is potentially a grave secu-
rity concern; at various points in time the Uzbeks have threatened both
the Kyrgyz and the Turkmen with military action over alleged cutoffs of
supplies. Trade barriers serve to depress all of the economies to varying
extents, and neither the SCO nor EurAsEC (Eurasian Economic Commu-
nity)6 has proved effective in reducing them, a goal that the Asian De-
velopment Bank has also taken upon itself in the form of the Central
Asia Regional Economic Cooperation Program (CAREC).7

Many of these problems are “managed” on the basis of bilateral agree-
ments, but rarely to everyone’s satisfaction.8 Border delineation is not
wholly complete, and border management remains a problem. Parts of
the Uzbek-Tajik border remain mined, with mine removal by the Uzbeks
substantially behind schedule,9 and there are still ethnically consoli-
dated communities living in stranded “enclaves” that are fully located
within the territory of a neighboring state.10
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THE CENTRAL ASIAN STATES SEEK TO DEFINE 
A PLACE FOR THEMSELVES

None of these problems can be solved without the direct engagement of the
Central Asians. Any international actor, be it a foreign power or a multilat-
eral organization, cannot simply take the acquiescence of any of the Cen-
tral Asian states for granted. The region has become more integrated into
the global economy. As tables 11.1 and 11.2 show, the volume of trade go-
ing into and out of Central Asia has increased, and the region’s leaders have
sought to carve out distinct international roles.

Kazakhstan has been most assertive in this regard, and founding presi-
dent Nursultan Nazarbayev’s claim that Kazakhstan can serve as a bridge
between Europe and Asia is a defining principle of its foreign policy.11 In
less than twenty years it has developed a foreign service that now spans the
globe and has included the current general secretary of the SCO, H.E. Bulat
Nurgaliev;12 the current head of EurAsEC, H.E. Tair Mansurov;13 and long-
time Kazakh foreign minister Kassymzhomart Tokaev,14 who chairs his
country’s Senate.

The Kazakhs will chair the OSCE in 2010,15 and made an unusually pub-
lic diplomatic effort to get this,16 and continued to persevere even after the
United States and UK formally opposed their bid, because of their concerns
that Kazakhstan’s non-democratic political system made them an inappro-
priate choice.17 The final deal was something of a compromise; the Kazakhs
were awarded the chairmanship with a year’s delay, but also with no strings
attached (except that they would not change the fundamental nature of the
organization).

The Emergence of Kazakhstan

Kazakhstan has also emerged as the clear leader within Central Asia. The
Kazakh leader has also played the role of mentor, especially for the politi-
cally inexperienced President Gurbanguly Berdymuhammedov. Nazarbayev
even participated in some of Berdymuhammedov’s first negotiations with
Russian president Vladimir Putin.18

With the strongest economy of the five Central Asian states, Kazakhstan
is also playing a stronger economic role in the region, with over 20 percent
of Kazakhstan’s exports going to its four Central Asian neighbors.19 The
Kazakh capital is serving as an important stimulus for growth in neighbor-
ing Kyrgyzstan in particular, especially in the latter country’s banking sec-
tor.20 Kazakh investment has had more difficulty gaining a hold in Uzbek-
istan, given the historic rivalry between the two peoples.
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The Role of Uzbekistan

Uzbekistan is the only country in the region to border every other Cen-
tral Asian state, as well as Afghanistan. The Uzbeks viewed their country
as the center of Central Asia but recognize that this role has been invol-
untarily ceded to Kazakhstan. President Nazarbayev has begun to de-
velop some of the graciousness of a winner and has been more solicitous
of the feelings of his somewhat older colleague, Islam Karimov, to the
south. State visits between the Uzbek and Kazakh leaders have been ex-
changed in recent years, with the Kazakh leader traveling first to Uzbek-
istan.21

Tensions between Uzbekistan and Turkmenistan have also substantially
dissipated since Berdymuhammedov took office. While the underlying dis-
putes over water between the two states have not been solved, nor contin-
ued improved treatment of Turkmenistan’s Uzbek minorities ensured,22 the
leaders of the two countries have had formal meetings that seem to have
been quite cordial.23 In fact, with the exception of some small and localized
disturbances, there has not been any interethnic violence in Central Asia
since independence.24

The easing of border crossings within the region is reducing the risk of in-
terethnic conflict even further. With every passing year, the prospect of ma-
jor interethnic violence grows smaller, as the states in the region demon-
strate their capacity for preventing unrest in a neighboring country from
sparking riots across the border. The best example of this was the ability of
the Kyrgyz government to manage conflicting expectations in the handling
of refugees25 from the civil unrest in Andijon in May 2005.26

The international outcry over the number of civilian casualties in Andi-
jon changed Uzbekistan’s foreign policy and has had a strong impact on re-
gional policies more generally. It led to formal sanctions on Uzbekistan by
the European Union,27 and the loss of the U.S. airbase at Karshi-Khanabad.
Uzbekistan dropped out of the relatively anti-Russian GUUAM,28 rejoined
the CSTO, and signed bilateral military cooperation agreements with Rus-
sia.29 Uzbekistan also became an ardent defender of an increased security
role for the SCO.30

Turkmenistan in the Shadows

Turkmenistan’s foreign policy has been shaped by President Saparmurad
Niyazov’s advocacy of “positive neutrality,” a doctrine that was never clearly
elaborated.31 The Turkmen joined some international organizations, but
not others (like the SCO), and did not participate formally in any military
alliances. Under President Berdymukhammedov, Turkmenistan has been
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engaging with the international community, as “positive neutrality” is be-
ing abandoned in deed if not yet in formal fact.

THE RISE AND FALL OF U.S. INFLUENCE IN CENTRAL ASIA

One of the most striking things about Central Asia in recent years is the rel-
ative decline of U.S. influence in the region, which reached its apex in the
immediate aftermath of 9/11 when basing rights were granted by Uzbek-
istan (Karshi-Khanabad) and Kyrgyzstan (Manas) and U.S. foreign assis-
tance increased. High-level U.S. government attention drifted away from
this problem in 2003 after the invasion of Iraq. There was some refocusing
on Afghanistan a few years later, and the State Department moved all the
Central Asian countries from the European bureau to the newly renamed
Bureau of South and Central Asian Affairs to try and facilitate Afghan re-
covery as well as diminish Russia’s influence in the region.

This administrative shift has led to the development of new program-
ming for the region, some sponsored by USAID (United States Agency for
International Development), and a new U.S. regional trade initiative—the
Trade and Investment Framework Agreement (TIFA).32 Many of these proj-
ects are very long term in focus, are plagued by funding problems, and even
when all the pieces are in place, international aid workers are often unable
to do their jobs because of persistent security risks.

This has meant that the Central Asian countries, with the exception of
Tajikistan,33 have seen relatively little benefit from the new U.S. approach,
once airbase rents and supplies are excluded. Some, like Kazakhstan, have
even been asked to chip in and provide development assistance to
Afghanistan,34 while states like Kyrgyzstan and Tajikistan are under pressure
by Washington to support U.S. hydroelectric projects that will provide elec-
tricity to Afghanistan, rather than Russian investment projects that serve the
northern market.35 There has been an unplanned flip side to Washington’s
Afghan-centered policies in Central Asia, which is increasing pressure by the
SCO and SCO member states for them to play a growing role, in coordina-
tion with NATO, in Afghanistan.36

The Central Asian states have become more suspicious of Washington’s
intentions since the United States began advocating President George W.
Bush’s “freedom agenda.”37 While the “freedom agenda” was intended to
justify the ongoing human and financial costs of the war in Iraq, it coin-
cided conveniently with the end of the political life span of two commu-
nist-era political figures. Georgia’s President Eduard Shevardnadze fell from
power in the “rose revolution,” and then Leonid Kuchma’s plans to orches-
trate his own succession went awry in Ukraine’s “orange revolution.” Wash-
ington’s heralding of these events, in which U.S. public or privately funded
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NGOs played much-debated roles, left Central Asia’s leaders feeling they,
too, might be targeted for “regime change,”38 especially after the ouster of
Kyrgyzstan’s Askar Akayev in March 2005, in the so-called tulip revolu-
tion.39

There is no evidence that the United States supported Akayev’s ouster,
which put the U.S. military presence in the region at risk, as Washington’s
relationship with Tashkent was deteriorating. Restrictions on U.S. foreign
assistance had been introduced, and the United States was having difficulty
negotiating an extension of its lease on Karshi-Khanabad.40 Many U.S. pol-
icymakers also believed Askar Akayev’s oft–publicly stated promise that he
was planning to observe his constitutionally mandated requirement to
leave office in late 2005, setting what Washington saw as a critical precedent
for all the Central Asian states.41

Less than two months after Akayev’s ouster there was a prison break and
massive public demonstrations in Andijon, just over the border from south-
ern Kyrgyzstan. While the Uzbek government had tolerated small demon-
strations to protest the trial of a group of local businessmen tied to a fringe
religious group,42 the presence of weapons and the loss of control by local
authorities triggered an altogether different and much more violent re-
sponse by Uzbek authorities. The events in Andijon continue to have an im-
pact on U.S. policy toward the region. In December 2007, the U.S. Congress
debated introducing sanctions against the government in Tashkent, because
of Karimov’s continued refusal to offer a formal apology for what occurred.
By contrast, an “international investigation” organized by Tashkent, which
included mostly CIS states, found no fault with Tashkent’s actions.43

The strikingly different reactions by the Western countries and the SCO
states really highlight the value differences between the two blocs. The West
was shocked by the lack of repentance by Tashkent, while the leaders of the
SCO states believed that the use of force was justified.

Continued pressure from Congress suggests that the “freedom agenda”
will not be abandoned. But it will also remain of secondary importance to
questions of energy security, which have been a constant priority since the
mid-1990s. U.S. policy emphasizes the need for multiple pipelines, but the
key is that these routes bypass Russia, and also Iran.44 Since Russia’s brief
cutoff of Ukrainian gas in January 2006, which led to shortages all along the
line into Western Europe, the EU has been a vigorous proponent of energy
diversification as well.

The shift in the EU energy agenda is also reinforced by deteriorating re-
lations between Russia and the new EU members from the Baltic and Cen-
tral European region. In this part of Europe, LNG (liquefied natural gas) is
not economical. Given Iran’s continued international isolation, this means
that Europe needs to find a way to receive Caspian gas, under the Caspian
to Baku and then on to Turkey through the BTE (Baku-Tbilisi-Erzurum)
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pipeline, and then onward to the proposed Nabucco pipeline,45 which has
received financing guarantees from the European Bank for Reconstruction
and Development (EBRD).46 The United States first supported an undersea
Caspian gas pipeline project in the 1990s, returning to more active advo-
cacy of it after the death of Turkmenistan president Niyazov.

With his pricing agreement with Gazprom up for renewal, President
Berdymukhammedov initially seemed quite receptive to the idea of the
trans-Caspian undersea pipeline, but the agreement between Turkmenistan
and China for the construction of a new pipeline heading northeast across
Central Asia into China, combined with the signing of a new price agree-
ment with Russia in late 2007, effectively consigned this project once again
to the back burner. The EU has already put the Nabucco project on a slower
development track. While all of these states are happy to be courted by the
United States, they remember quite clearly how Washington has proved a
fickle friend and have no difficulty playing Russia and China, and Euro-
pean-dominated institutions, against the SCO.

THE FALL AND PARTIAL RISE OF RUSSIA

When the USSR broke up, Kremlin politicians assumed that Russia would
be the dominant power in Central Asia, able to use the natural resources of
these states to serve Russia’s own economic development and to back Rus-
sian-sponsored international initiatives. In much the same spirit of the
United States’ nineteenth-century Monroe Doctrine, Russia’s Foreign Minis-
ter Andrei Kozyrev issued the “Kozyrev Doctrine” in 1994, claiming Central
Asia to be part of a Russian sphere of influence.47 But in the early 1990s,
Russia was mired in its own problems, and Boris Yeltsin’s presidency was
further crippled by his own ill health and divisions within the ruling elite.
These reformers decided to basically evict the Central Asian and South Cau-
casian states from the ruble zone in late 1993, as a way to help Russia deal
with runaway inflation and its debt crisis. By so doing, they lessened Rus-
sia’s economic hold over these countries.48 This decision, more than any
other, helped the Central Asian states make the transition from de jure to
de facto independence.

Russia applied the same policies across the region—pressing all states
equally hard, for example, to grant ethnic Russians rights of dual citizen-
ship, that local citizenship could be combined with Russian citizenship—
but there were no ready mechanisms to achieve uniform influence. None of
the post-Soviet states were willing to transfer sovereignty to the Common-
wealth of Independent States (CIS), which left the Russians largely depen-
dent upon bilateral arrangements to achieve their economic and geopoliti-
cal claims.
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Most Central Asian leaders have complicated attitudes toward the Krem-
lin and its policymakers. Russia is still appealed to when leaders get in trou-
ble. All the aspirants in Kyrgyzstan’s “tulip revolution” sought Moscow’s
support in the run-up to the February and March parliamentary elections,
and Kurmanbek Bakiyev sought the Kremlin’s blessing when assuming tem-
porary power as president, offering concessions greater than those made by
Akayev, leaving Moscow with closer military ties to Bishkek than those en-
joyed by NATO.49 Similarly, Islam Karimov went to Moscow in the imme-
diate aftermath of Andijon, reportedly offering the Russians full basing
rights in the country, an offer that Moscow turned down.50

Russia played its largest role in Tajikistan. The presence of limited num-
bers of Russian troops and Russian border guards helped facilitate the tran-
sition from civil war to civil order.51 Russia’s influence began to decline af-
ter the signing of a national reconciliation agreement in 1997. From that
time on, international financial institutions (IFIs) began working with the
Tajik government to develop economic stabilization projects. These efforts
intensified in 2002, with the opening of Afghanistan, and the departure of
Russian border guards.52 Once Russia lost the right to guard the old Soviet-
era Central Asian borders, they began to place far more priority on securing
their own national borders, including over three thousand miles of border
with Kazakhstan.53

Russia has had limited success in maintaining control of Central Asia’s
natural resource base. The Russia-Turkmen relationship went sour in the
early 1990s, and between 1997 and 1999 Turkmenistan stopped shipping
gas to Russia entirely.54 Although Russia met its export commitments to
countries beyond the borders of the CIS, those in Russia and other former
Soviet states experienced shortages (in some cases justified by Moscow be-
cause of unpaid bills).

Russia would have a great deal more difficulty meeting current foreign
sales commitments without Turkmen gas, which is why the Kremlin has ex-
pended so much influence to trying to secure a long-term commitment
from Turkmenistan that it will sell 60 bcm (billion cubic meters) of gas to
Russia annually. The two countries reached agreement on a twenty-five-year
purchase agreement in 2003, which shifted the gas trade to a cash basis,
from the earlier part-cash part-barter arrangement.55 But it took until No-
vember 2007 for the Turkmen and Russians to reach what appears to be a
long-term pricing formula, which is based on the averaging of the sales
price for gas in the three markets in which the gas is sold (Russia, the CIS,
and Europe). Moreover, on December 20, 2007, Russia, Kazakhstan, and
Turkmenistan signed a trilateral agreement to build a pipeline that will by-
pass the Caspian and ensure Russia’s key role in gas transport.56

Overall, Moscow’s most important and most durable relationship is with
Kazakhstan, and the Kazakhs view Russia as their most critical one. Russia
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is also pleased with Nazarbayev’s assumption of a leadership role in Cen-
tral Asia. While not acting as a surrogate for Russia, much of Nazarbayev’s
agenda overlaps that of Moscow.

Under Boris Yeltsin, Russia tried to use Kazakhstan’s energy debts and ge-
ographic isolation to limit its economic development. In response, the
Kazakhs developed a multi-vectored foreign policy and investment strategy
in order to survive. By contrast, President Putin tried a more positive ap-
proach, using the carrot more frequently than the stick, creating a series of
partnerships between key industries, including in the energy sector. Putin
has been a tough and sometimes underhanded negotiator. For example, at
the end of a May 2007 summit between Nazarbayev and Putin, the former
agreed to ship Kazakh oil through the Russian-sponsored Burgas-Aleksan-
dropolis pipeline project, believing that he had secured Putin’s approval for
expanding the CPC (Caspian Pipeline Consortium) pipeline that ships Ten-
giz oil across Russia. However, Putin made it clear that Russia was still sim-
ply considering CPC expansion and had not yet fully committed to it.57

Nonetheless, one should not diminish the importance of shared values
between the Kazakhs and Russians. Both want to attract foreign direct in-
vestment, but do so in a way that protects state management of the devel-
opment of strategic natural resources, and while many of Putin’s domestic
policies have occasioned criticism in the West, they have been viewed with
favor in Kazakhstan and throughout Central Asia.

CHINA’S ENTRANCE TO CENTRAL ASIA

By contrast, most of Central Asia’s leaders seem to feel less competent about
their ability to manage the relationship with China than they do with Rus-
sia, with whom they share historical, linguistic, or cultural experience.
While they admit awe over China’s extraordinary economic accomplish-
ments, they seem concerned about China’s capacity to overwhelm all of the
economies in the region.58

Currently China does not dominate the economies of the Central Asian
states. While its role in the region’s energy sector is growing, its investments
fall far short of those by Western super-major energy companies, who con-
trol the three largest hydrocarbon projects in the region (Kashagan,
Karachaganak, and Tengiz, all in Kazakhstan). Similarly, China is unlikely
to ever rival Russia as the transit route for Caspian oil or gas, the majority
of which will, through existing contractual agreements, be sold on the Eu-
ropean market.

As tables 11.1 and 11.2 illustrate, China is becoming an important trading
partner for all of the Central Asian states, but not yet more important than
Russia.59 Only Kazakhstan exports more to China than it does to Russia, and
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that is because of the sale of oil. Only Kyrgyzstan imports more from China
than it does from Russia. While official trade statistics do not reflect the
considerable illegal trade between the Central Asian countries and China,
its relative significance has diminished significantly in recent years.

Central Asian leaders fear that their economies could be overwhelmed by
migrant farmers and small-scale entrepreneurs from China. It is hard to
know how many Chinese citizens have settled in Central Asia. Kyrgyz schol-
ars estimate that anywhere from 20,000 to 120,000 people have come there
from China since independence, from all ethnic groups, including Kyrgyz,
Uighurs, and Dungans, as well as Han Chinese.60 The Kazakh government’s
policy of repatriating Kazakhs from China and Mongolia (Oralman) is ru-
mored to have led to illegal Han Chinese migration under this program.
There is frequent Kazakh media coverage about the risks of Chinese migra-
tion, some of which is hysterical in tone.61 China remains more of a histor-
ical villain in Kazakh memory than Russia, as well as in Kyrgyz historic
memory.

The Chinese, aware of Central Asian concerns, took something of a “go
slow” approach at the outset, concentrating on reducing any direct security
risks that might be posed by the independence of these states. China’s
short-term concerns were focused on border delineation issues and mini-
mizing involvement by the Central Asian states in China’s own ethnic mi-
nority issues.

The Central Asian states had large Uighur populations, and Uighur na-
tionalist groups had found it easy in the confusion of the last years of So-
viet-rule and first years of independence.62 By the mid-1990s their activities
had been sharply restricted, in large part because of pressure from Beijing
to have these groups designated as terrorist organizations.

There are conflicting accounts of how difficult it was to delineate the
Kazakh and Kyrgyz borders with China. The Tajik-Chinese border is quite
small, and its delineation never became a political issue in Tajikistan. But
in both Kazakhstan and Kyrgyzstan, critics of the government were very vo-
cal about how much “ancestral land” had been turned over to Beijing’s con-
trol. In the Kyrgyz case, protests by a parliamentarian (Azimbek Bek-
nazarov) led to his arrest and a national political crisis when some of his
protesting supporters were killed by police near the town of Aksy.63 In real-
ity, the Kazakhs and even the Kyrgyz did not lose sizable amounts of land
in the border delineation process, although critical water usage issues on
the Chinese side of the border remain unresolved.64

In recent years China has adopted a much higher profile, partly to coun-
terbalance the U.S. military presence and Putin’s success in binding these
states more closely to Russia. China has been active in Kazakhstan’s oil in-
dustry for over a decade, building a jointly owned 2,900-kilometer oil
pipeline from Atyrau to Alashankou on the Kazakh-Chinese border. The
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construction of a 750-kilometer link from Kumkol to Kenkiyak will bring
more Chinese-owned assets to the main pipeline in 2009.65

China’s acquisition of oil assets has been hampered by the unwillingness
of Western energy companies to partner with them. A 2003 bid by China
National Offshore Oil Corporation (CNOOC) and China Petroleum and
Chemical Corporation (Sinopec) to buy British Gas’s share of Kazakhstan’s
massive offshore Kashagan deposit was blocked by the Western consortia
partners. CNPC (China National Petroleum Corporation) did manage to
acquire the small North Buzachi field, and then finally in 2005 CNPC pur-
chased the assets of Petra Kazakhstan for $4 billion, giving them the assets
from the Kumkol field and shared control of the Shymkent refinery.66

Over the last several years China has been increasing its position in Cen-
tral Asia’s gas market, buying up smaller and medium-sized fields, and an-
nouncing their interest in the few giant projects where exploitation rights
have yet to be sold. Beijing’s biggest success has been in Turkmenistan,
where they contracted to buy 30 bcm of Turkmen gas annually beginning
in 2009 and to develop the green field projects necessary to produce it,
through a pipeline that will go through Kazakhstan and Uzbekistan, link-
ing up gas from some smaller projects that the Chinese also control. The
project has formally been launched,67 although there are now rumors that
actual construction will be delayed because the Chinese are dissatisfied with
Turkmen supply guarantees.68

China now has a bigger role in Central Asia’s security scene, although
smaller than either the United States’ or Russia’s. Beijing has focused on bi-
lateral initiatives and has offered substantial military assistance to Tajik-
istan,69 Uzbekistan (especially in the area of telecommunications), and Kyr-
gyzstan. China also has been a participant in SCO joint military exercises,
something of a departure for Beijing. The SCO’s first-ever joint military ex-
ercises were held in the summer of 2003 and the largest, Peace Mission
2007, just before the 2007 SCO summit.70 These exercises were intended as
coordinated military exercises rather than an effort to provide a single inte-
grated military response.

China is an important source of developmental assistance. They have lent
billions of dollars to the Tajiks at 1 percent interest in recent years,71 a far
lower rate than international financial institutions offer, and have made of-
fers of 2 percent loans to Turkmenistan.72

IS THE SCO THE ANSWER?

The existence of the SCO has played only a supporting role in the expan-
sion of Chinese influence in the Central Asian region. While Beijing was in-
strumental in its establishment, the organization itself is still in flux, unde-
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cided about how to develop its mission, and how widely to expand its
membership. While there is a lot of talk about expanding both, none of the
members (large states and small alike) seem terribly enthusiastic about ei-
ther, especially if one goes by off-the-record statements rather than by offi-
cial accounts of the meetings.73

It is difficult to predict whether the SCO will move from what it largely
is today, a forum for discussion of themes of common interest to its mem-
ber states, and whether it will evolve into an organization invigorated by
the pursuit of common goals and capable of advancing the interests of
member states in the direction of achieving them. The SCO has the best
chance of achieving this if it retains its current membership, expanding to
include Turkmenistan and, should the situation stabilize, Afghanistan as
well.

The basic lack of trust among SCO members is a major reason why the
organization will have difficulty turning itself into an organization that re-
sembles either the OSCE or NATO in the area of security relationships, or
the European Union (even in its earlier incarnation as the European Com-
munity) in the area of economic cooperation. It is particularly hard to
imagine that the SCO could ever develop into anything resembling NATO,
an organization that has had sixty years to define a shared security mission
and the shared commitment to preserve democratic systems. In many re-
spects NATO is an old-style organization, reflecting the goals of the Cold
War, but its longevity as well as nominally shared value systems have given
the organization continued longevity even after the Cold War that caused
its formation had ended.

The SCO is also an old-style organization, an attempt at a bloc or a
counter-bloc, to help protect the encroachment of other blocs (or states) on
the geopolitical and domestic interests of the members, as well as a forum
for regulating shared security concerns. The latter interest helps define the
former interest but does not compensate for the absence of a shared ideol-
ogy among the member states or a long history of cooperation for all of the
members, at least one that was purely voluntary.

All recognize that the relationships created out of their shared pasts need
to be regulated, and the presence of China in the SCO provides a different
kind of ballast than exists in the CIS. But the current membership of the
Shanghai Cooperation Organisation is ill-equipped to function as an or-
ganization that provides an integrated security response to perceived com-
mon security risks.

To date even the CSTO (Collective Security Treaty Organization) has
failed to provide an integrated security response to a concrete threat in
any of the countries of that organization. They do plan regularly for such
a concerted response, but have yet to test their capacity in action. Unlike
the SCO, the CSTO is built on the remains of a common command and
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control system, that of the Red Army, and there is still a common lan-
guage of command possible, at least among the officer corps.

The SCO needs to integrate the Chinese People’s Liberation Army into
the old Soviet command structure, something that seems problematic at
best, especially given China’s very limited history of participating in multi-
lateral security organizations. So, at best, the SCO seems likely to offer a co-
ordinated response to common problems, and that is a considerably less
comprehensive form of joint response. Until the SCO assumes the capacity
to function as a security organization that has field response capability, it is
difficult to be too optimistic that it will be able to move beyond its current
stage of confidence-building measures and non-traditional security cooper-
ation, particularly in the area of counterterrorism.

The SCO might find it easier to be an organization that fosters economic
cooperation between its members, serving as a force for regularizing trade
and tariffs. Here too, though, it is hard to imagine that the organization will
have the capacity to provide any kind of real economic integration, save un-
der the umbrella of the WTO (World Trade Organization). But China’s and
Kyrgyzstan’s membership in the SCO renders this function somewhat su-
perfluous. If all members of the SCO are members of the WTO, the latter
organization will likely provide a sufficient mechanism for cooperation.
But if Uzbekistan (and Turkmenistan if it joins the SCO) remains outside
of the WTO after Kazakhstan, Russia, and Tajikistan all join, then the SCO
will be further handicapped in trying to regulate economic trade. It will,
however, remain able to sponsor regional economic projects, and should
China decide to use the SCO umbrella to advance Beijing’s foreign assis-
tance program, that, too, would give the organization greater vitality.

It is also highly unlikely that the SCO will develop into any sort of energy
club, as Russia and China are competing for Central Asia’s oil, gas, and hy-
droelectric power (largely in the case of transit for Russia). It does not seem
that it would truly be in China’s best interest to have the SCO play a major
role in this area, as Beijing is successfully using bilateral relationships to ad-
vance its interests in the energy sector. To function as an energy club, the
SCO would have to admit Iran, possibly Pakistan and India, and then likely
consider taking in Azerbaijan and Turkey—turning the organization into
something of a smaller and less effective OPEC (Organization of Petroleum
Exporting Countries). However, the SCO could potentially play a highly ef-
fective role in regulating water usage and helping sponsor the development
of a region-wide hydroelectric system, and in so doing the SCO would ad-
vance the cause of regional security.

The SCO has succeeded in creating an identity for itself as a forum for
permitting the states of the region to discuss shared problems and possible
solutions to them. But to date it has yet to create successful strategies for
dealing with these problems or a strong institutional presence to advance
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its interest. Given the inbred competition and lack of trust between its var-
ious members it will take a lot of still undemonstrated national will by the
various member states to succeed in doing this.

OUTLOOK

Whether or not the SCO succeeds does not change the fact that the disso-
lution of the USSR, and the ability of all five Central Asian states to
weather the vicissitudes of now going on two decades of independence has
an impact on European as well as Asian understandings of geopolitics and
security.

Physically, virtually all of Central Asia, save the westernmost part of 
Kazakhstan, lies in Asia, but much like Russia, or the USSR before it, the
states in this region seek to create a role for themselves in both Europe and
in Asia. And being part of an unbroken landmass that spans the two, Cen-
tral Asia’s leaders refuse to choose between them, all of their invocations of
their Asianness as a justification for their non-democratic practices notwith-
standing.

Europe remains a more important trading partner for virtually all of the
Central Asian states than is East Asia (including China), and trade with
South Asia is still rather inconsequential, especially when the Turkmen-
Iranian economic relationship is excluded. This is likely to change if, as pro-
jected, India, China and some of the other Asian economies continue their
rapid economic growth. But the sale of Central Asia’s oil and gas on Euro-
pean markets is contracted to continue for at least another quarter century,
and for whatever variety of reasons, India’s interest in this region has been
far less than the Central Asians hoped or expected.

In terms of their basic security needs, once China is excluded, the large
states of both Asia and Europe seem far away. The security horizon of most
Central Asian states is what is described in this chapter—Russia, China,
Afghanistan, and the former Soviet republics with which they share borders.
The situation in Iran does not trouble them, for the ideological regime there
has proven less directly pernicious than the fundamentalists from Saudi
Arabia, the religious center for Central Asia which is Sunni, not Shia, by her-
itage and practice. Developments in Pakistan bother them a lot more, but
they see no diplomatic leverage to manage this and hope that tighter bor-
der controls and more effective counterterrorist measures will be protection
enough for them.

Moreover, while there is a lot of talk in both European and Asian capitals
about the need for more effective strategies in Central Asia, which in both
continents is described as of growing strategic importance, the realities on
the ground in Central Asia do little to bear this out. Delegations seem to
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come in waves, and the promulgation of a new EU strategy seems to invari-
ably trigger renewed interest in Tokyo and Seoul, that their economic inter-
ests must be more effectively represented in Central Asia, but this remains
the periphery with regard to trade for both. Maybe this will change now that
China has promised billions of dollars toward improving highways and rail
links, but similar plans by the Europeans petered out when the investments
were not borne out by trade projections or by projected cost savings for mov-
ing cross-continental freight in ships rather than overland. Unless the vol-
ume of trade with or through these states substantially increases, potential
security problems emanating from Central Asia will get relatively little at-
tention in most European or Asian capitals, unless there is some domestic
constituency that needs to be appeased, as was the case with democracy ad-
vocates in the United States and EU after the violence in Andijon.
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The Korean peninsula is at the vortex of the respective political and security
interests of the great powers in Northeast Asia. The conflicting geo-strategic
interests of great powers toward the Korean peninsula have inhibited the in-
stitutionalization of regional structures, to the extent that Northeast Asia
has been characterized as an “anti-region.”1 Although the end of the Cold
War has brought about dramatic changes in the structure of international
relations in other regions, Northeast Asia has been much slower to adapt to
new circumstances primarily because the structure of conflict on the penin-
sula between North and South Korea—at the center of Northeast Asia—re-
mains unresolved. The security interests of the region’s great powers are di-
rectly affected by the nature and orientation of the Korean peninsula, which
has remained divided since the end of World War II.

The process by which the issues of peace and reunification on the Korean
peninsula are resolved will inevitably influence the security interests and
foreign policy options of Korea’s great-power neighbors. The nature and de-
velopment of regional cooperation (which has been driven in part by the
ongoing North Korean nuclear crisis); the shift in economic and political
strength on the peninsula in favor of Seoul as one phase in an ongoing tran-
sition to a new equilibrium on the Korean peninsula; and concerns that a
resolution to the Korean standoff might inadvertently abet major power ri-
valry are factors that are likely to influence the relative levels of regional
conflict and cooperation and will shape prospects for development of re-
gional institutions in Northeast Asia.

This chapter will explore how the North Korean nuclear issue has been a
catalyst for ad hoc multilateralism in Northeast Asia, in the process pro-
moting the institutionalization of regional cooperation. Second, the chap-
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ter will review the security dilemmas that each of the members of the Six-
Party Talks faces as they consider the implications of peace and reunifica-
tion on the Korean peninsula, given the growing imbalance of power inter-
nal to the Korean peninsula in favor of Seoul. Third, the chapter will
analyze the prospects for regional rivalry between China and Japan and Ko-
rean views of how such rivalry might be mitigated.

NORTH KOREAN NUCLEAR CRISIS: CATALYST FOR
COOPERATIVE SECURITY DIALOGUE

The regional response to the second North Korean nuclear crisis in October
2002 initiated a new chapter in the building of multilateral cooperation to
promote security and stability in Northeast Asia. The Six-Party Talks repre-
sent the latest phase in an ongoing series of efforts to expand multilateral
cooperation in response to the greatest source of instability that the parties
in Northeast Asia collectively face: the prospect of instability that derives
from North Korea’s inability to integrate itself with a broader set of collec-
tive interests in the promotion of regional stability and prosperity. Al-
though the North Korean standoff has often been cited as the primary ob-
stacle to the promotion of regional security cooperation in Northeast Asia,
the North Korean nuclear crisis has also long been the primary catalyst for
promoting multilateral cooperation among neighboring stakeholders sur-
rounding the Korean peninsula. Despite repeated attempts since the late
1980s to formalize a regional security dialogue mechanism for the purpose
of addressing security issues in Northeast Asia, the advent of the second
North Korean nuclear crisis in October 2002 both highlighted the absence
of such a dialogue and catalyzed the formation of the first official regional
dialogue through the establishment of the Six-Party Talks.

Efforts to promote regional cooperation in Northeast Asia predate the
emergence of the North Korean nuclear crisis, but the challenge of alleviat-
ing tensions on the Korean peninsula has been at the center of all of these
efforts. Mikhail Gorbachev proposed expanded regional cooperation on the
model of the Council for Security Cooperation in Europe at a Vladivostok
speech in 1986.2 Roh Tae Woo also put forward a proposal for a Six-Party
Consultative Conference for Peace in Northeast Asia in a speech to the
United Nations in 1988.3 Former U.S. secretary of state James Baker advo-
cated the establishment of a two plus four mechanism for dealing with Ko-
rean tensions in November 1991.4 None of these proposals gained traction
as viable mechanisms for multilateral management of Northeast Asia’s se-
curity problems.

With the emergence of the first North Korean nuclear crisis and Demo-
cratic People’s Republic of Korea’s (DPRK) threats to withdraw from the
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Nuclear Nonproliferation Treaty (NPT), the International Atomic Energy
Agency (IAEA) referred the matter to the United Nations in 1993, and the
UN Security Council called for dialogue among interested parties. Under
the Clinton administration, the United States responded to the call and ini-
tiated a bilateral dialogue with the DPRK, much to the shock and chagrin
of the Kim Young Sam administration. That dialogue eventually resulted in
the Geneva Agreed Framework, but that agreement could not be imple-
mented by the United States alone without support from its allies. The
Agreed Framework called for the establishment of a multilateral consor-
tium named the Korean Peninsula Energy Development Organization
(KEDO) to implement the terms of the deal. South Korean and Japanese
leaders understandably complained about “no taxation without represen-
tation,” since the United States signed the agreement but asked its allies to
sign the check to pay for its implementation. The fact that the bilaterally ne-
gotiated Geneva Agreed Framework required a multilateral structure to pur-
sue its own implementation provided clear evidence that a U.S.-led bilateral
approach to solving North Korea–related issues, while necessary, was by it-
self insufficient.

KEDO represented a practical step forward in forging multilateral coop-
eration to meet North Korea’s energy security needs as a solution to the
North Korean nuclear crisis, but as an exercise in building regional cooper-
ation, the core membership was incomplete. The European Union joined
South Korea and Japan on the board, but Russia and China remained aloof
from the organization for their own reasons.5 Another step forward in de-
veloping multilateral cooperation to solve Northeast Asian regional issues
was the establishment of the Four-Party Talks (two Koreas, United States,
and China), despite North Korea’s initial reluctance to join. But this dia-
logue never really got off the ground due to North Korea’s own struggle for
survival during the famine. The Four-Party Talks did more to promote Chi-
nese cooperation with the United States and South Korea than to address
problems involving North Korea.

A third form of multilateral cooperation during this period involved the
establishment of the Trilateral Coordination and Oversight Group (TCOG)
among the United States, South Korea, and Japan. This group did much to
overcome differences among allies in support of the Perry process in the late
1990s, as all parties supported cooperative efforts to engage North Korea in
more active cooperation on the basis of Kim Dae Jung’s sunshine policy.
Suspicions about covert North Korean nuclear efforts at Keumchangri (later
proved unfounded) and North Korea’s Taepodong launch in 1998 catalyzed
the establishment of TCOG to address differences in policy priorities
among the three countries.6

The advent of the second North Korean nuclear crisis catalyzed a new
form of regional cooperation in the form of the establishment of the Six-
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Party Talks. Early in the crisis, it became apparent that the United States had
no option for unilateral action through military means, and one lesson of
the Agreed Framework was arguably that a U.S.-DPRK bilateral approach by
itself was also likely to fail. So President Bush cast the second crisis as a “re-
gional issue,” and eventually the Six-Party Talks were established, with
China taking the lead role as host and mediator for the process.7 This time,
all the regional stakeholders were represented in the forum, but the dia-
logue itself made little initial progress due to a combination of U.S. reluc-
tance to engage with North Korea and North Korea’s continued focus on the
United States.

By early 2005, following three rounds of sporadic negotiations, many
critics thought the Six-Party Talks were dead, while others asked whether
the parties themselves would ever be able to agree on the conditions under
which it was possible to say that all diplomatic options had been exhausted.
In May 2005, Secretary of State Condoleezza Rice stopped describing the
DPRK as an “outpost of tyranny” and acknowledged that the DPRK is a sov-
ereign state. Within weeks, newly appointed assistant secretary of state
Christopher Hill met bilaterally in Beijing with his counterpart, DPRK vice
minister Kim Kye Gwan, to announce the resumption of Six-Party Talks af-
ter a delay of over one year, signaling a U.S. willingness to negotiate with
the DPRK bilaterally in the context of the six-party process. Following in-
tensive negotiations over the course of two sessions in July–August and Sep-
tember 2005, all parties agreed to a September 19 Joint Statement of Prin-
ciples for addressing the North Korean nuclear crisis.

The statement itself was vague and underwhelming. The document con-
tained few concrete measures, only pledges that the various sides would
move forward on the basis of “words for words” and “actions for actions.”
But the Joint Statement was the first time that the regional stakeholders had
identified and articulated the minimum common rhetorical objectives that
through joint action and implementation might in the future bind the par-
ties together as a “security community.” The common objectives identified
were (1) the denuclearization of the Korean peninsula, (2) normalization
of relations among all the regional stakeholders, (3) economic develop-
ment (focused on North Korea), and (4) peace on the Korean peninsula
and in Northeast Asia. The rhetorical shared objectives that might consti-
tute a Northeast Asian “security community” had been identified, but it was
not yet clear that the parties were willing to take actions in pursuit of those
objectives. In retrospect, the Joint Statement marked the inauguration of a
rhetorical commitment to collective action in the service of these four ob-
jectives, but circumstances related to the Banco Delta Asia (BDA) issue pre-
vented this rhetoric from being translated into action.8

A protracted stalemate developed in late 2005 over DPRK accounts frozen
at the Macao-based Banco Delta Asia in response to U.S. Treasury concerns
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that the bank had facilitated North Korean money laundering. The situa-
tion was made worse by North Korean missile and nuclear tests in July and
October 2006. But following the swift passage of two UN resolutions con-
demning the North Korean actions and imposing sanctions on the North,
the Six-Party Talks resumed in December 2006. North Korea’s actions had
catalyzed a unified regional response that had the effect of isolating North
Korea diplomatically, but the resumption of Six-Party Talks provided an av-
enue for the North to back down in a face-saving manner. Based on the
principles agreed to in the September 2005 Joint Statement, the six parties
negotiated a series of implementing measures through five working groups
that focused on denuclearization, economic assistance, improvement of bi-
lateral relations between the DPRK and Japan and the United States, re-
spectively, and the establishment of a Northeast Asia Peace and Security
mechanism. The working group on Northeast Asian peace and security was
envisioned as one that would outlast the others as progress was made in re-
solving the North Korean nuclear crisis; eventually it would become a reg-
ular regional mechanism for the discussion of regional security.

SECURITY DILEMMAS IN NORTHEAST ASIA: ROADBLOCK 
TO PEACE ON THE KOREAN PENINSULA?

Despite the advancement of multilateral dialogue efforts to promote re-
gional stability and prosperity and to overcome North Korea’s continued
isolation and nuclear development, those efforts are inhibited by security
dilemmas that involve each of the participants to some degree. These secu-
rity dilemmas constrain concerned states from pursuing more bold forms
of cooperation or collective action to deal with the North Korean nuclear is-
sue and limit the types of cooperation in which they are willing to engage
to achieve these objectives.

A factor that further complicates the calculus of regional actors is that the
relative balance that existed between the two Koreas on the peninsula dur-
ing the most intense period of inter-Korean competition to establish re-
spective claims to international legitimacy during the Cold War has now
been replaced by a situation in which South Korea is dominant on the
peninsula in every aspect, while North Korea’s economic and political iso-
lation and its pursuit of nuclear weapons for security reasons have increas-
ingly resulted in its marginalization and isolation. To some degree, North
Korea’s nuclear weapons program is a last-gasp effort to compensate for the
growing gap between its own power and that of South Korea.

Future political arrangements on the Korean peninsula and the shape of
any future Korean reunification are much more likely to be determined in
Seoul than in Pyongyang. Concerned states must consider both how their
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security environment will be affected by the mitigation or resolution of the
North Korean nuclear issue and by the resulting security environment that
would exist in the context of peace and/or reunification on the Korean
peninsula. Following the achievement of peace on the Korean peninsula,
some leaders may worry that their states will face a more challenging secu-
rity situation in the context of a reunified Korea than currently exists. This
situation exists precisely because the orientation of the Korean peninsula re-
mains a critical security interest of major powers, especially China and
Japan, which have historically viewed a friendly Korean peninsula as a crit-
ical factor affecting their own security.

North Korea

Among the six parties, North Korea’s security dilemma is the most acute
because it is existential. North Korea’s political isolation and internal eco-
nomic difficulties raise concerns about prospects for regime survival.
Regime survival concerns have become a primary North Korean motivation
for pursuing nuclear weapons. Unable to compete in maintaining a credi-
ble conventional military deterrent against South Korea and the United
States as a result of its failing economy, North Korean leaders have sought
to deter any possible attack from its enemies by pursing a nuclear develop-
ment program. Although a North Korean nuclear weapons capacity might
cause potential aggressors to think twice about attacking the North, North
Korea’s efforts have arguably enhanced its financial and political isolation,
especially following its October 9, 2006, nuclear test. In response, the UN
Security Council passed Resolution 1718 only five days after North Korea’s
nuclear test.9 UN sanctions are set to remain in place until denuclearization
occurs, offering a warning that the nuclear alternative puts North Korea’s
leadership at odds with the international community. To the extent that
other parties are willing to undertake joint action in support of this rhetor-
ical consensus, the six-party process relies on the latent prospect of multi-
lateral compellance as a prod to North Korea to trade its nuclear weapons
for a combination of needed economic benefits and security guarantees.

But it also depends on providing sufficient assurances that the DPRK will
be confident that its security environment has improved sufficiently
through a change in the U.S. “hostile policy” that the North is willing to
curtail and eventually abandon its nuclear weapons program.10 The Sep-
tember 19, 2005, Joint Statement among the six parties provides implicit
recognition of North Korea as a full member of the Northeast Asian com-
munity, linking North Korea’s denuclearization pledge to the prospect of
normalized relations with both the United States and Japan, a process that
would address North Korea’s security dilemma by alleviating concerns
about America’s “hostile policy.”
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The February 13, 2007, implementing agreement lays out concrete initial
steps, such as North Korea’s shutdown and disablement of its Yongbyon fa-
cilities and American steps to remove North Korea from the terrorist list and
Trading with the Enemy Act, that both sides must take toward the broader
objectives of denuclearization and normalization, respectively.11 Imple-
mentation of the agreement is a collective process, whereby each state in-
volved in the talks will play a role in offering assurances and support to
North Korea—a tangible expression of support that contributes to the sur-
vival of the North Korean regime.

More complicated, however, is that if the Joint Statement is fully imple-
mented, North Korea’s leadership may still feel an acute sense of threat if
relaxation of tensions over the nuclear issue were to enable an influx of
South Korean thinking and cultural norms into North Korea. Such influ-
ences might pose a direct threat to central precepts underlying the North
Korean system. Thus, the alleviation of North Korea’s security dilemma
with the United States will only reveal the more profound dilemma that 
Pyongyang’s leaders face in explaining to its people the success of South Ko-
rea. A second challenge is that North Korea’s conception of regime survival
guarantees may extend well beyond political measures to include levels of
economic assistance that would both provide assurances of regime survival
and eliminate motivations for internal economic reforms that are a prereq-
uisite for the North’s economic integration with its neighbors. A third com-
plicating factor is that North Korea’s political system has failed to meet min-
imum international governance standards necessary to assure the
livelihood of its own people, posing serious political obstacles to the ac-
ceptance of any agreement with the DPRK.

The prospect of a reunified Korea offers little appeal to North Korea’s
leadership, which would be highly likely to lose political power in such a
scenario, given the North’s structural and material weakness. Given the rel-
ative strength of South Korea, any scenario would likely be shaped by pref-
erences determined in Seoul. Even in a negotiated arrangement to promote
inter-Korean reconciliation arrangements, North Korea’s leadership must
rely more on South Korean fears of the costs associated with the sudden col-
lapse of the North Korean state and the residual damage that North Korea
could do to South Korea’s economy than on any instrument of power in in-
ter-Korean negotiations. In the absence of any leverage of its own, North
Korea continues to rely on the traditional game of playing larger powers
against each other in an attempt to avoid excessive dependence on any sin-
gle neighbor, attempting to leverage its economic dependency on China to
catalyze South Korean economic interest in the North. North Korean lead-
ers have even hinted to American counterparts that Pyongyang would be a
valuable strategic partner in curbing China’s rise.
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People’s Republic of China

China has historically sought to ensure that any Korean state bordering
China is friendly to the PRC. For centuries, the means by which such a re-
lationship was achieved was to ensure that the Korean peninsula was semi-
dependent on China in managing its foreign affairs and that Korea re-
mained firmly in China’s cultural sphere as a tributary of China. China’s
security dilemma, then, is how to ensure that any future single Korean state
remains friendly to—if not dependent on—China. China’s overarching de-
sire for regional stability has led the PRC to pursue policies designed to pro-
mote North Korea’s survival and reform while welcoming closer economic
ties with South Korea.12

China’s primary diplomatic challenge in dealing with the North Korean
nuclear issue has been the question of how to balance its interest in re-
gional stability and the traditional view of North Korea as a “strategic
buffer” against pressures from the United States to more actively play the
role of a “responsible stakeholder” in the international community by tak-
ing harsh action to punish North Korea’s nuclear development. China does
not benefit from a nuclear North Korea to the extent that such a state trig-
gers insecurity and is destabilizing, yet regional stability appears to remain
a higher policy priority than denuclearization of the Korean peninsula. The
North Korean nuclear test catalyzed a shift in Chinese security perceptions
that had already been under way for some time, as the DPRK took an action
that threatened regional security and negatively affected China’s own na-
tional security interests. Following the test, Chinese researchers repeatedly
emphasized that China’s relationship with the DPRK is a “normal relation-
ship” as opposed to the special fraternal relationship that had once existed
between the two countries.13

The six-party process has provided China with new opportunities in its
diplomacy, while also illustrating the limits of China’s capacity to shape
the security environment on its periphery. As host and convener of the Six-
Party Talks, China for the first time played a mediating role in keeping the
talks going. But the lack of progress in the talks in the initial rounds also
revealed the limited tools at China’s disposal to influence the United States
and North Korea, respectively, to take more conciliatory positions. How-
ever, China’s central role in the six-party process also guarantees that any
outcome from the six-party process must conform with China’s strategic
interests. China’s role as host of the Six-Party Talks provides implicit sup-
port to the idea of a regional security mechanism, as foreshadowed in the
establishment of the Northeast Asia Peace and Security working group un-
der the Six-Party Talks. But Chinese researchers still seem to have difficulty
reconciling the existence of American alliances with the establishment of a
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regional security dialogue, characterizing continued adherence to the al-
liances as “cold-war thinking” while simultaneously acknowledging their
past contributions to regional security.14 If indeed the North Korean nuclear
issue is resolved through the six-party process, it will be interesting to see
whether China is willing to accept the coexistence of American alliances
and multilateral Northeast Asia Peace and Security Mechanism (NEAPSM).

Recent developments have underscored Chinese anxiety to affirm its in-
fluence on the Korean peninsula. After North Korea utilized the October
2007 inter-Korean summit declaration to play on Chinese anxieties about
its future role vis-à-vis the Korean peninsula by adapting language to the ef-
fect that peace might be pursued by “three or four parties,” the PRC gov-
ernment publicly affirmed its legal and historical involvement in the nego-
tiation of the armistice as the basis for underscoring China’s indispensable
role in establishing Korean peace arrangements. The opening of a U.S.-
DPRK bilateral negotiating channel and U.S. chief negotiator Christopher
Hill’s sudden visit to Pyongyang stimulated anxieties among some Chinese
analysts that an overly rapid U.S.-DPRK rapprochement might work against
Chinese interests, even though the Chinese had been persistent advocates
of U.S.-DPRK rapprochement.

While China continues to expand its economic influence with North Ko-
rea and to cultivate top-level interaction with Kim Jong Il, the PRC has rec-
ognized that the most important strategic decisions on the Korean penin-
sula will likely be made in Seoul rather than Pyongyang and has attempted
to strengthen the Sino-ROK (Republic of Korea) relationship accordingly.
The rapid growth of Sino-ROK economic ties has supported the improve-
ment of the political relationship. Chinese and South Korean interests in re-
gional stability have resulted in a convergence of their respective ap-
proaches to the North Korean nuclear issue, although historical issues,
North Korean refugee issues, and South Korean fears of China’s economic
domination of North Korea remain points of contention.15

Japan

Japan faces near-term and long-term security dilemmas with respect to
Japan’s relations with North Korea. The near-term dilemma has intensified
in the aftermath of North Korea’s nuclear test and the resumption of Six-
Party Talks in at least two aspects. The first aspect is related to Japan’s pri-
oritization of the abduction issue over the nuclear issue as its primary con-
cern in dealing with North Korea. To the extent that Japanese politicians
and the Japanese public continue to focus on the abduction issue as Japan’s
number one priority, that focus limits Japan’s ability to contribute effec-
tively to the Six-Party Talks, which are primarily focused on denucleariza-
tion. Although the abduction issue would eventually have to be dealt with
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as a part of the commitment on the part of the six parties to achieve nor-
malization between Japan and the DPRK in the course of North Korea’s de-
nuclearization, Japan is not expected to participate in the implementation
of the February 13, 2007, initial implementation measures because of its fo-
cus on the abduction issue. In addition, Japan-DPRK bilateral working
groups held as part of the six-party process have been stalemated over the
abduction issue, running the risk that the abduction issue could sidetrack
the joint commitments of the six parties to the denuclearization of the Ko-
rean peninsula.

A second aspect of Japan’s near-term security dilemma is related to Japan-
ese expectations and anxieties over whether or not the United States can be
depended on to defend Japan from aggression by North Korea. These anxi-
eties are stimulated by the apparent U.S. policy about-face and decision to
re-engage in Six-Party Talks after initially taking a hard-line position against
North Korea’s nuclear and illicit activities. To the extent that the U.S. posi-
tion appears to be narrowly focused on a denuclearization-for-normaliza-
tion deal, critics in Japan suggest that the United States has failed to take
into account Japanese needs to see progress on the abduction issue. The
1998 North Korean Taepodong test and North Korea’s 2006 missile test also
remind the Japanese public that North Korean missile delivery systems pose
a critical threat to Japan’s security, yet missiles are not yet publicly on the
U.S. diplomatic agenda or the agenda for Six-Party Talks. Six-party negotia-
tions are a double-edged sword for Japan: to the extent that the negotiations
move forward and real progress is made on denuclearization, Japan could
be seen as a drag or obstacle in addressing a pressing security issue because
of Japan’s broader agenda; at the same time, the narrow focus on denu-
clearization does not fully address some of Japan’s legitimate security con-
cerns related to North Korean missile capabilities. Japan’s near-term secu-
rity dilemma has an impact on Japan’s relationship with North Korea and
its relationship with the United States and is a background factor influenc-
ing Japan-ROK relations. The September 19, 2005, Six-Party Joint State-
ment, however, does not envisage that Japan would be left behind; rather it
envisages that Japan and the United States would both normalize relations
with North Korea in exchange for North Korea’s denuclearization, at which
time Japan’s expected economic assistance to North Korea would give Japan
a major role in assisting North Korea’s economic stabilization and devel-
opment.

The longer-term security dilemma relates to Japanese concerns that Ko-
rean reunification might alter the status quo on the Korean peninsula in
ways that might be unfavorable to Japan. To the extent that a unified Ko-
rean peninsula tilts toward China and away from Japan, such an orientation
will fuel long-standing Japanese security concerns. Similar concerns would
likely emerge if the deterioration of the U.S.-ROK security alliance were to
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result in a South Korea that would be perceived in Japan as potentially hos-
tile or troublesome to Japan’s security interests.

Russia

Russia’s historical involvement in Korean peninsular affairs persists, even
if its immediate capacity to influence the security situation on the peninsula
is low. The opportunity to participate in the Six-Party Talks reaffirms Rus-
sia’s relevance and role in Northeast Asian affairs despite its current relative
lack of regional influence. Russia supports the denuclearization of the Ko-
rean peninsula and welcomes progress toward inter-Korean reconciliation
and possible unification, but has relatively few diplomatic or other re-
sources available to contribute to the process. As a result, Russia’s influence
on the Six-Party Talks has been marginal.

Nonetheless, Russia maintains a long-term geo-strategic interest in Ko-
rean stability. In the long term, Russian security dilemmas related to the Ko-
rean peninsula would only arise in the event that a single great power was
to play a dominant role on the peninsula. Russia would welcome a unified
Korea that is friendly or neutral and would oppose the continuation of a
U.S. military presence in a unified Korea. But Korean reunification is un-
likely to have a direct effect on Russia’s vital security interests.16

United States

The U.S. security dilemma with respect to the situation on the Korean
peninsula revolves around two primary issues. The first is the security ram-
ifications of North Korea’s nuclear program for the global proliferation
regime, and especially post-9/11, as a threat to vital American security in-
terests. American proliferation concerns are twofold. First, the United States
wants to prevent transfer of fissile material to non-state actors or others who
might attempt to deliver a nuclear or radiological device to the U.S. main-
land. The second concern is the ramifications of North Korean proliferation
for the global non-proliferation regime. In both cases, it is necessary for the
Bush administration to maintain as its top priority the rollback of North
Korea’s nuclear program, since the costs of acceptance of the program
would simply be too high to contemplate. To the extent that the non-pro-
liferation priority is elevated above regional security concerns, it is possible
that success in achieving American non-proliferation objectives may be ac-
companied by setbacks to American regional security interests.17

A secondary security dilemma that is sometimes raised for the United
States is whether peace and reunification on the Korean peninsula would
threaten the U.S. presence on the Korean peninsula or result in a strategic
competition between the United States and China. Related to this theme is
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the idea that the United States needs a conflict with North Korea as a pre-
text for maintaining a troop presence on the Korean peninsula. However,
such reasoning fails to consider that the overall trends in American global
defense policy are moving in the opposite direction under the Global Pos-
ture Review. Under this strategy, the United States seeks strategic flexibility
to respond to multiple potential threats and attempts to utilize advances in
technology and C4I capabilities to its advantage to respond to such threats.
One result is that the importance of bases focused on responding to a sin-
gle fixed threat has declined.

While in the latest Quadrennial Defense Review (QDR) the Pentagon sets
out as an objective to prevent the rise of a new peer competitor, this objec-
tive should not lead to the presumption that relations with China will in-
evitably lead to conflict. Rather, the Bush administration has clearly at-
tempted to work together with China as a partner in addressing sources of
regional stability and has actively sought China’s cooperation to address the
North Korean nuclear issue. Although China and the United States may
have differing priorities on the Korean peninsula, China appears to be
much more sensitive to the ramifications of instability on the Korean
peninsula for its core national security interests than the United States is.
The task for the United States is to convince China that since a nuclear
North Korea is inherently destabilizing, there is no choice between regional
stability and the acceptance of a nuclear North Korea. Thus far, prospects for
a U.S.-China cooperative approach to North Korea’s denuclearization do
not appear to have been exhausted.

South Korea

South Korea is the twelfth-largest economic power in the world, while
North Korea ranks near the bottom in the world in almost every develop-
ment category. The tasks of reconciliation and possible reunification will
impose significant burdens on South Korea as it attempts to close the socio-
economic gap between the two Koreas. In addition, future strategic orienta-
tion, economic capacity, and resources for protecting a reunified Korean
peninsula within East Asia remain question marks as a factor in the broader
context of Sino-Japanese relations.

South Korea’s primary security dilemma lies in its simultaneous desire
to pursue peace and reconciliation in inter-Korean relations and the need
to see North Korea denuclearize as a task that necessarily concerns the en-
tire region. This means that South Korea must find a way to link progress
in inter-Korean reconciliation with improvements in the broader regional
security environment in ways that lead to support for Seoul’s position
among all of South Korea’s great-power neighbors. South Korean leaders
must find the tools and build the capacities to manage two simultaneous
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tasks of promoting Korean reunification and stability while keeping in
mind the security concerns and providing reassurance to its neighbors in
Japan and China.

Despite the reality that Korean unification may actually be a catalyst for
heightened Sino-Japanese rivalry, the task of how to achieve reunification
on the peninsula absorbs so much time and energy that there is little energy
left for considering how to manage the possibility of renewed Sino-Japan-
ese rivalry. South Korean scholars have been so focused on the task of
achieving inter-Korean reconciliation and eventual reunification that rela-
tively little consideration has been given by Korean scholars to the ramifi-
cations of Korean reunification for regional stability.

A major diplomatic challenge for South Korea, then, is how to link
progress in inter-Korean reconciliation with improvements in the re-
gional security environment so as to avoid inadvertent incitement of re-
gional rivalries. Two primary instruments draw attention among Korean
analysts as a vehicle for managing such a process. First, the Roh admin-
istration has promoted Northeast Asian regional cooperation through
a presidential initiative designed to lay the foundations for long-term 
regional security cooperation. Second, many analysts believe that the
U.S.-ROK alliance remains a critical factor in maintaining regional sta-
bility that will necessarily complement efforts to expand regional secu-
rity cooperation.

BEYOND THE KOREAN CONFLICT: 
RISING GREAT-POWER RIVALRY?

The steady progress toward establishment of a regional cooperative dia-
logue on how to deal with the shared problem of North Korea coexists with
security dilemmas that six-party dialogue participants face as they deal with
both the near-term tactics of moving forward toward denuclearization of
the Korean peninsula and the long-term challenges of imagining the strate-
gic ramifications of Korean reunification. But there are also other emerging
forms of multilateral cooperation in the region driven by the motivation to
hedge against China’s rise. Most notably, the strengthening of the U.S.-
Japan and U.S.-Australian security alliances and the signing of a new secu-
rity declaration between Japan and Australia have enabled the establish-
ment of regular trilateral security coordination dialogue among the United
States, Japan, and Australia, undergirded by commonly shared democratic
systems and values. In addition, the United States and Japan, respectively,
have strengthened their respective relationships with India as a means by
which to hedge against China’s rise. However, changes in government in
Japan and Australia—in combination with the inauguration of a new Amer-
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ican president in 2009—may diminish the overt hedging character of this
trilateral consultative dialogue.

One striking omission from early values-based cooperation among Asian
democracies has been South Korea. Former South Korean president Roh Moo
Hyun expressed concerns that a “new Cold War” in Asia would limit South Ko-
rea’s diplomatic independence, flexibility, and opportunities for prosperity.
The challenges for South Korean diplomacy that might be posed by renewed
regional rivalry might require South Korea to maintain “relative independence
from the United States.”18 However, Roh’s successor, conservative pragmatist
Lee Myung Bak, has welcomed closer cooperation with the United States and
Japan as a priority in South Korea’s foreign policy, while also seeking to main-
tain close ties with China based on extensive mutual economic interests.

South Korea’s growing economic interdependence with China and the
rise of China’s political influence now requires South Korean strategists to
think twice about whether China will view South Korean involvement in
multilateral security arrangements as threatening. Even South Korean con-
servatives think twice about Chinese perceptions before being willing to re-
turn to the type of “minilateral” security cooperation signified by the Tri-
lateral Coordination and Oversight Group of the 1990s.

CONCLUSION

The North Korean nuclear crisis has ironically proved to be a very effective
catalyst for the development of regional security cooperation, culminating
in the formal establishment of the Six-Party Talks as regional framework for
addressing the challenge posed by North Korea’s nuclear development. But
each country continues to face strategic dilemmas that inhibit its willing-
ness to fully join security cooperation at the levels necessary to fully counter
North Korea’s drive to become a nuclear power.

The Korean peninsula remains a strategic security concern and object of
competition for influence in Northeast Asia. The division of the Korean
peninsula into two separate spheres of influence, one dominated by China,
the other under American domination that serves as an effective surrogate
for ensuring Japan’s security interests, has been a very stable and probably
mutually satisfactory scenario in terms of managing China’s and Japan’s
mutual security concerns in the Cold War context. These concerns will only
be heightened in both Beijing and Tokyo if there is a change in the status
quo on the Korean peninsula that has persisted since the armistice brought
a halt to military conflict on the Korean peninsula. Stability between China
and Japan as it relates to the Korean peninsula has come at a very high price
for Koreans, who have continuously sought national reunification and
restoration of a unified Korean peninsula as their highest national priority.
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The de facto consolidation of power on the peninsula in the hands of
Seoul, combined with North Korea’s continued decline, pose internal chal-
lenges in managing any possible Korean reunification and complicate re-
gional relations to the extent that the buffer provided by the previous rough
balance between North and South is no longer sustainable. Korean reunifi-
cation would likely heighten tensions and exacerbate the security dilemma
between China and Japan. Both parties might compete to preserve influ-
ence on the Korean peninsula as a means to enhance their own security.
Whether or not official regional security coordination mechanisms are up
to the challenge of managing such a regional rivalry between great powers
will be the true test of whether the institutionalization of a regional secu-
rity structure can be truly effective in dispelling renewed rivalry or prevent-
ing the rise of conflicts that could jeopardize regional stability and pros-
perity.
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VI
TRANSREGIONAL LINKAGES
AND REGIONAL DYNAMICS





The Asian regional economy is the most dynamic in the world. For several
decades, the region has been characterized by three important features: ex-
treme diversity in size and affluence among the various economies, rapid
economic growth, and rising intraregional linkages. Over the next several
decades, the region is likely to continue growing more rapidly than most
other parts of the world, and the process of intraregional economic interac-
tion should continue to intensify. This chapter explores some of the
specifics of these features.

The focus is on what is commonly termed East Asia—the countries of
ASEAN (Association of Southeast Asian Nations), plus China, South Ko-
rea, Taiwan, Hong Kong, Macau, and Papua New Guinea. In addition, In-
dia is part of some of the analysis in the chapter, given India’s recently in-
creasing involvement in the Asian regional system. However, the other
nations in South Asia or Central Asia are not included, mainly because
they have not been engaged very much in the evolving regional economic
interactions.

THE ECONOMIC LANDSCAPE

One of the striking characteristics of this region is a huge range in size and
affluence among the various economies. The common measure of eco-
nomic output for a country is gross domestic product (GDP), the value of
all goods and services produced in a country during a specific period of
time (usually measured quarterly or annually). Figure 13.1 shows the size
of annual GDP in these Asian countries in 2005, with the output of each
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converted to U.S. dollars at the average exchange rate between the local cur-
rency and the U.S. dollar during the year. Market exchange rates provide an
imperfect way to compare economies since these rates can sometimes make
prices in a country seem unusually high or low. Nevertheless, market rates
still provide a rough guide to comparing the size of countries in the region.

Japan is by far the economic giant of the region. At $4.5 trillion, Japan
had an economic output 37 percent the size of the United States, making it
the second-largest economy in the world (with Germany in third place).
Japan represented almost 50 percent of the total output of all the Asian
countries in this list. China, despite its large population, had a GDP of only
$2.2 trillion, just under half the size of Japan. And the smaller economies,
Macao, Cambodia, Papua New Guinea, and Laos, are only one-tenth of 1
percent the size of Japan’s.

A second economic disparity in Asia is affluence. The region contains
economies with high levels of economic affluence and very poor countries.
The common measure that economists use is GDP divided by the total pop-
ulation (called GDP per capita)—showing the total amount of goods and
services produced in the economy per person. While GDP per capita is a
crude method of measuring affluence (since not all of the output in the
country ends up as household income), it provides at least a rough means
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of comparing countries. Figure 13.2 shows GDP per capita at market ex-
change rates for East Asian economies.

Japan began modern economic development well before most other
countries in the region and by the mid-1970s was by far the most affluent
economy in the region. In 2005 Japan had a GDP per capita measured at
market exchange rates of $35,484, still the most affluent nation in Asia, and
85 percent the level of the United States. Japan is at roughly the same level
of affluence as the major European economies. At the bottom of the distri-
bution is Cambodia, a very poor economy with a GDP per capita of only
$440, making it one of the poorest nations in the world. China’s GDP per
capita was $1,713, also a relatively low level, but rising rapidly over the past
two decades due to the high level of economic growth.

These disparities matter when considering the possibilities for regional
economic institution-building. Economies that are somewhat similar in
overall size or affluence share more common economic interests. Europe
exemplifies a region where the disparities among the nations that origi-
nally formed the European Union were not very large. The large disparities
in Asia, on the other hand, have been an obstacle to developing institu-
tions or region-wide economic cooperation. For example, affluent Japan
(like all industrialized nations) protects its inefficient agricultural sector
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from imports. One particular source of friction between Japan and its Asian
neighbors for many years has been Japan’s policy of almost complete clo-
sure of its rice market to imports.

The final characteristic of the region is relatively high rates of economic
growth. Economists argue that poor countries are capable of producing very
high rates of economic growth if they can get the fundamentals for a mod-
ern market-based economy in place (along with other supporting factors
such as political stability, strong education policies, and improved public
health). Given the right institutional fundamentals, poor countries can ac-
celerate growth by importing existing technology from abroad and com-
bining it with inexpensive domestic labor. This process of “catch-up” can
continue until available technology from abroad has been absorbed and
growth has driven up domestic wages to levels similar to those in the ad-
vanced industrial nations. The experience of some Asian economies has
provided the evidence for the possibilities for “catch-up.”

The story of Asian growth begins with Japan. The process of industrial-
ization in Japan stretches back to the 1870s, much earlier than most other
economies in Asia. By the time of the Second World War, Japan had already
come a long way, but lost much of its industrial facilities in a wave of de-
struction in the final year of the war. After the Second World War, a combi-
nation of rebuilding from wartime destruction and successful industrializa-
tion strategies resulted in the highest growth rate in the world—with an
average real GDP growth rate (that is, after subtracting inflation) of almost
10 percent for the period from 1950 to 1973. This prolonged rapid growth
brought Japan into the ranks of the advanced industrial nations, as noted
earlier. Even after the mid-1970s, Japanese economic growth remained
higher than that in the other advanced economies until the end of the
1980s.

Table 13.1 shows economic growth rates since 1980 for a number of
Asian economies. Growth in Japan, the economic giant in Asia, has been
quite low for much of this period. In fact, table 13.1 does not fully illustrate
the problems. Japan experienced a major collapse during the 1990s in both
the real estate market (with urban real estate prices falling 70 percent from
an inflated high point in 1991) and stock market (with the Nikkei Index of
stock prices down over 60 percent by mid-decade from its high at the end
of 1989). The consequence of this collapse in asset prices, exacerbated by
some mistakes in macroeconomic policy, was a decade from 1992 through
2002 when average annual growth was just under 1 percent. Growth has re-
covered since that time to roughly 2 percent a year. Going forward, overall
growth will be further constrained by the fact that the total population (and
especially the adult working-age population) began falling after 2005.

China has duplicated the high growth record of Japan over this time pe-
riod, with a growth rate of almost 10 percent from 1980 to 2005. However,
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since China was so poor when rapid growth began, it is still far from being
an affluent nation, as indicated in the earlier discussion of GDP per capita.
China ought to be able to continue its high growth for several more
decades, although it faces potential constraints from increasingly dysfunc-
tional air and water pollution. In addition, China (like Japan) will experi-
ence a falling population within two more decades, due to the policy of one
family, one child.

India, the other population giant in Asia, has not grown as rapidly as
China. From the 1950s until the mid-1990s, India favored a development
strategy called “import substitution,” in which the government establishes
barriers to imports and to inward investment by foreign firms in order to
stimulate the growth of domestically owned firms. This strategy was not
very successful, as is the case in most developing countries that have tried
it. Rather than promoting domestic growth, this strategy tends to produce
very inefficient domestic firms that actually impede growth beyond a cer-
tain point. Since the mid-1990s, India has lowered import barriers and en-
couraged investment by foreign firms. As a result, table 13.1 shows that In-
dian growth has accelerated from an average of 5.7 percent in the 1990s to
6.5 percent in the current decade.

Growth in the rest of the Asian economies in this table is mixed. On av-
erage, they have grown relatively fast (and faster than the averages in other
parts of the developing world in Latin America, Africa, the Middle East, and

The Asian Regional Economy 281

Table 13.1. Growth Rates in Asia

1980 to 1989 1990 to 1999 2000 to 2005

Brunei �2.4 1.4 2.8
Cambodia NA 7.4 9.0
China 9.8 10.0 9.4
Hong Kong 7.3 3.8 5.3
India 5.9 5.7 6.5
Indonesia 6.4 4.8 4.7
Japan 3.7 1.5 1.7
South Korea 7.7 6.3 5.2
Laos 4.1 6.4 6.2
Macao 7.9 3.2 11.3
Malaysia 5.9 7.2 5.2
Myanmar 1.9 6.1 9.2
Papua New Guinea 1.4 4.9 1.1
Philippines 2.0 2.8 4.7
Singapore 7.5 7.5 5.0
Thailand 7.3 5.3 5.0
Vietnam 4.5 7.4 7.4

Source: Calculated from data in World Bank, World Development Indicators, online database (accessed Au-
gust 20, 2007).



Eastern Europe), but not as fast as China. Some of these countries, and es-
pecially Thailand, Indonesia, and South Korea, were hit by a major eco-
nomic crisis in 1997, sparked by a collapse in the exchange rates of their
currencies (an issue considered later in this chapter). This episode is known
as the Asian financial crisis. In 1998 Indonesia experienced a devastating 13
percent drop in real GDP, while the drop in Thailand was 10 percent and
South Korea 7 percent. Other countries experiencing a contraction in that
year included Brunei (4 percent), Japan (2 percent), Macao (5 percent),
Malaysia (7 percent), Papua New Guinea (4 percent), the Philippines (1
percent), and Singapore (1 percent). All countries hit with declining GDP
in that year subsequently recovered; the downturn was short-lived. How-
ever, average growth in the years from 1999 to the present has been gener-
ally somewhat lower than in the decade prior to the crisis.

Trade Flows

A principal reason people think of East Asia as an emerging cohesive re-
gion is rising trade linkages. However, much of that perception is due to the
rapid rise of China as a trading partner for all other nations in the region.
China’s rise as a trade partner actually affects many nations in the world, in-
cluding the United States and others outside Asia.

Figure 13.3 shows what has happened to the share of intraregional trade
to total trade of the East Asian economies (ASEAN, Japan, China, South Ko-
rea, Hong Kong, Macao, and Taiwan). Intraregional exports of the
economies within the region were around 32 percent of their global ex-
ports, while intraregional imports were 38 percent of total imports in the
mid-1980s. These shares rose until the late 1990s. As of 2005, intraregional
exports were 40 percent of total exports by the countries in the region, and
intraregional imports were 46 percent of total imports. Although the rising
intraregional trade shares leveled off after the late 1990s, the overall picture
is one of a region that has become somewhat more reliant upon trade
within itself (and, therefore, somewhat less reliant upon trade with the rest
of the world).

The pattern of increased relative importance of trade with the region is
most evident when looking at Japan. Figure 13.4 shows Japan’s imports. In
the twenty years since the mid-1980s, the share of Japan’s imports coming
from the rest of East Asia has steadily increased, from a level of 27 percent
to almost 45 percent, a very sizable increase. However, all of that increase is
due to imports from only one country: China. Japan’s imports from East
Asia other than China were no higher as a share of total imports in 2005
than they were in 1985.

The picture for Japan’s exports is a bit different, as shown in figure 13.5.
Once again, all of East Asia has been an increasingly important destination
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Figure 13.3. East Asian Regional Trade.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).

Figure 13.4. Japan’s Imports.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).



for Japanese exports, rising from 25 percent of total exports in the mid-
1980s to almost 50 percent by 2005. In this case, East Asia other than China
absorbed a rising share of Japanese exports, rising from 15 percent to 30
percent from 1980 to 1995, but no increase has occurred since then. In-
stead, since 2000 all of the increase has come from China, with China ex-
panding from 10 percent to 20 percent of all Japan’s exports in only six
years. These trends in Japan’s trade help explain why the Japanese have been
leaders in talking about the desirability of dialogue and cooperation among
East Asian governments.

Figure 13.6 shows ASEAN imports. In this case, the evidence of an
overall increased importance of trade with East Asia is quite modest; 50
percent of ASEAN imports were from East Asia back in 1985, rising only
marginally to 55 percent by 2005. Reliance on East Asia as a source of
imports is certainly high, because the ASEAN countries trade with one
another and exist in a region with Japan, an economic giant that is nat-
urally a major trading partner. But the important point is that over time
there has been only a modest shift in the sourcing of ASEAN imports to-
ward the East Asian region. Behind this general trend, though, has been
an important shift away from Japan (with imports declining almost by
half from 20 percent of total imports to only 12 percent over this time
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Figure 13.5. Japan’s Exports.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).



period) toward China (with imports rising from 4 percent to 12 percent
of total imports).

The same picture is true of ASEAN exports, shown in figure 13.7. The
share of total exports destined to the rest of East Asia was 53 percent in
1985 and 55 percent in 2005. Meanwhile, exports to China rose substan-
tially (from 2 percent to 12 percent of total exports). The share of exports
destined to Japan, on the other hand, declined (from 15 percent to 10 per-
cent of total exports).

Finally, consider what has happened to China’s trade. The definition of
China here is the People’s Republic of China plus Hong Kong (minus the
trade between the two of them). The reason for using this definition of
China is that much of Hong Kong’s trade consists of transshipments to and
from the PRC, so it makes no sense to treat the two of them separately.
Trade between China and Hong Kong is sufficiently substantial that this ad-
justment lowers the share of China’s intraregional trade compared to look-
ing at the PRC alone. Figure 13.8 shows Chinese exports. The share of total
exports destined to the rest of East Asia has jumped around, but with no up-
ward trend; the share in 2005 (27 percent) was actually a bit lower than in
1985 (32 percent). Within that relatively flat trend, Japan has declined a bit
as a destination while East Asia other than Japan increased slightly.
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Figure 13.6. ASEAN Imports.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).



Figure 13.7. ASEAN Exports.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).

Figure 13.8. Greater China Exports.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).
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The same flat trend is true for China’s imports (figure 13.9). Imports
from East Asia as a whole have fluctuated in a band of 40–45 percent of to-
tal exports and were close to the same level in 2005 as in 1985. But in this
case, a much sharper shift has occurred with Japan, with the share of im-
ports sourced from Japan peaking in 1985 at 37 percent, and then falling
rather steadily to only 15 percent by 2005, with East Asia other than Japan
rising from 8 percent to 25 percent over the 1985–2005 period.

These trade data lead to several conclusions. First, much of what appears
to be a rising East Asian bloc is due to the very rapid rise of China as a trade
partner. This, however, is true for all countries that trade with China, and
not just those in East Asia. The combination of very rapid economic growth
and the expansion of both exports and imports as a share of GDP have re-
sulted in this stunning growth of China as a trade partner.

Second, at the same time that China has become a more important trad-
ing partner, Japan has shrunk in relative importance. The rest of Asia is
much less connected to Japan through trade today than was the case twenty
years earlier. This trend is important because the initial American interest in
an emerging East Asian region was driven by the notion of a region coa-
lescing around Japan.1 Japan’s slow economic growth since the early 1990s
explains why it has become a less important export destination for regional

Figure 13.9. China’s Imports.
Source: International Monetary Fund, Direction of Trade Statistics, online database (accessed August 10,

2007).



exports (relative to the more rapid growth that has sucked in more imports
in China and elsewhere). A rising value for Japan’s currency (the yen)
against other currencies since the mid-1980s explains why Japan has de-
clined relatively as a source for regional imports (as Japanese products have
become more expensive due to the exchange rate movement).

Third, part of what is happening is the result of changing production lo-
cation. The relocation of Japanese manufacturing production from high-
cost Japan to lower-cost ASEAN, for example, should explain much of the
decline of Japan as a relative source of China’s imports since 1985. The in-
vestment by Japanese firms around the region as they sought lower-cost
production bases is considered later in this chapter. As a result, Japanese
firms are still important in explaining regional integration even though
Japan has become less important as a trade partner.

Trade Policy

Global trade is loosely governed by the World Trade Organization
(WTO), which presides over global trade negotiations in which all members
agree to mutual reductions in trade barriers. A number of these negotiations
have occurred in the years since 1947 when the organization was originally
formed (then called the General Agreement on Tariffs and Trade). However,
the WTO permits pairs or groups of its members to negotiate so-called free
trade agreements among themselves (not offered to all the other members
of the WTO), as long as they remove substantially all the barriers among
themselves. These agreements have become quite popular around the world
in the past two decades. East Asia is no exception, especially in the years
since 2000.

Some of these agreements have been within the region—the ASEAN Free
Trade Area, Japan-Singapore, and others. China has signed an agreement
with all of ASEAN, due to come into full effect in 2010, and as of 2007
Japan was negotiating a similar agreement with ASEAN. Those agreements
give the image of a region that is coming closer together as a distinctive eco-
nomic bloc. Indeed, from time to time there is talk of creating a broad East
Asia free trade area. Nevertheless, many of these individual agreements are
between governments within the region and partners outside (South Ko-
rea–Chile, Japan-Mexico, Singapore–United States, and others). The real
impact of such agreements in making the region a more cohesive whole,
therefore, is still unclear.

The same lack of clarity exists for less formal discussions of economic
policy. The oldest group, the Asia-Pacific Economic Cooperation (APEC)
meetings, began in 1989 and includes the United States, Australia, Canada,
and other governments not part of East Asia. APEC members discuss a num-
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ber of broad economic issues, but the organization has worked through a
principle of voluntary implementation of decisions (unlike a free trade area
where the agreements are binding on the member countries). Since 1993,
APEC has included an annual summit meeting (in addition to the existing
ministerial and working-level meetings), often marking the one time a year
that the American president travels to East Asia.

APEC has a rival in the ASEAN � 3 group (ASEAN plus Japan, China, and
South Korea), a group that began meeting at the ministerial level in 1995
and added a summit meeting in 1997. In structure the two groups are quite
similar—discussing a number of economic issues but reaching non-binding
decisions. The two most substantial decisions emerging from this group are
the Chiang Mai Initiative and the Asian Bond Fund (discussed later in this
chapter), though neither development involves a membership defined en-
tirely by membership in this group. In 2005 the ASEAN � 3 group created
a new East Asian Summit meeting following immediately upon the annual
ASEAN � 3 discussions that include Australia, New Zealand, and India in
addition to the ASEAN � 3 members.

Whether the institutional developments that bring the region together
will proceed predominantly through a broad approach that includes the
United States, Australia, and others on the Pacific Rim (as in the APEC
grouping) or more narrowly along an East Asian format remains unclear.
And if the East Asian format dominates, will the predominant format in-
clude just the ASEAN � 3 governments or include the somewhat broader
East Asian Summit participants? These remain issues to be resolved in com-
ing years.

Direct Investment

Another reason that people viewed Japan as the pivotal force in East
Asian regionalism in the 1990s was the role of Japanese manufacturing
firms shifting production to other Asian locations, beginning in the mid-
1980s. Particularly after the yen had risen strongly against the dollar in
1985, manufacturers were eager to relocate production to countries with
lower labor costs. East Asian nations were a natural choice (since investing
there involved crossing fewer time zones, easing the task of managing fac-
tories abroad). Some Japanese firms are well known for having established
strong regional production networks, especially in the electronics industry.

Such developments should show up in data on foreign direct investment.
These numbers measure cross-border investments where the investor has a
controlling voice in the asset purchased. As a matter of statistical practice,
most countries include any investment from abroad into a company that
has 10 percent or more of its shares owned by a single foreign investor as a
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foreign direct investment, but in practice most investments involve cases
where the foreign investor has a clear controlling ownership share of 50
percent to 100 percent.

Investment data for the region provide a cautious picture of regionaliza-
tion based on Japan. Figure 13.10 shows foreign direct investment flows
into ASEAN, comparing 1995–2000 to 2001–2005. The largest investors in
ASEAN are European firms (27 percent of the total value of foreign direct
investment flowing into ASEAN in the 2001–2005 period), followed by the
Americans (15 percent), and trailed by Japanese firms (10 percent). The rel-
ative share of Japanese firms fell between the two time periods, having been
a higher 18 percent in the 1995–2000 period. Interestingly, the creation of
the ASEAN Free Trade Area ought to have led to increased intra-ASEAN in-
vestment flows, but that has not occurred. The share of intra-ASEAN invest-
ments actually declined a bit, from 15 percent in the 1995–2000 period to
11 percent in the 2001–2005 period.

Investments into South Korea and China show essentially the same re-
sults: Japanese firms are not dominant, and the relative role of Japanese
firms as investors has declined over time.2 Thus, while it is certainly true
that Japanese firms have strengthened their linkages with the rest of the re-

290 Edward J. Lincoln

Figure 13.10. Foreign Direct Investment Flows into ASEAN.
Source: ASEAN Secretariat, “Foreign Direct Investment Statistics,” www.aseansec.org/18144.htm (accessed

July 31, 2007), and ASEAN Statistical Yearbook 2004, www.aseansec.org/syb2004.htm (accessed July 31,
2007).



gion through investment, so have American and European firms. East Asia
is more connected to Europe and the United States in a relative sense than
a decade or two before.

Financial Cooperation

Some Asian currencies and economies suffered a serious temporary blow
in 1997, as previously explained. Prior to the crisis, most East Asian gov-
ernments either pegged or heavily managed the exchange value of their cur-
rencies. Table 13.2 shows the International Monetary Fund’s characteriza-
tion of the exchange rate regimes of East Asian countries. At one end of the
spectrum are independently floating rates, determined entirely (or mostly)
by investors in foreign exchange markets. At the other end of the spectrum
are countries with pegged rates, implying that the government is commit-
ted to maintaining a fixed rate between the domestic currency and foreign
currency (most frequently the U.S. dollar). An extreme version of pegged
rates is the currency board system, in which the board substitutes for the
central bank, setting domestic monetary policy to be consistent with the
chosen exchange rate. In between, some governments declare that their cur-
rency is allowed to float but intervene heavily in the market to influence the
level of the rate.
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Table 13.2. Official Foreign Exchange Regimes

Country 1996 2006

Currency board Currency board
Brunei (Singapore dollar peg) (Singapore dollar peg)
Cambodia Managed float Managed float
China Pegged Pegged
Hong Kong Currency board Currency board
India Managed float Managed float
Indonesia Managed float Managed float
South Korea Managed float Independent float
Japan Independent float Independent float
Laos Managed float Managed float
Malaysia Managed float Managed float
Myanmar Pegged Managed float
Papua New Guinea Independent float Managed float
Philippines Independent float Independent float
Singapore Managed float Managed float
Thailand Pegged Managed float
Vietnam Pegged Pegged

Source: International Monetary Fund, Annual Report on Exchange Arrangements and Exchange Regimes
(Washington, D.C.: International Monetary Fund, 1996 and 2006 editions).

Note: A currency board is an extreme form of a pegged rate.



The danger with all pegged rates (and managed rates if they are so heav-
ily managed as to resemble a pegged rate) is that fundamental economic
conditions may become inconsistent with the existing exchange rate. Gov-
ernments can defend their exchange rate by acting as participants in the for-
eign exchange market. In the case of a currency facing downward pressure,
the government sells foreign currency from its official foreign exchange re-
serves (usually held in the form of U.S. dollars) in exchange for the local
currency. The problem with this strategy is that central banks have finite
amounts of foreign exchange reserves. Once those reserves are gone, private
investors know that the government will have to abandon its effort to de-
fend the currency. The alternative is for the government to alter macroeco-
nomic policies to be more consistent with the exchange rate (which is what
currency boards do), but governments are often reluctant to adopt such
policies. The government of an economy whose currency is under pressure
to fall in value would need to raise domestic interest rates and cut its fiscal
deficit (raise taxes or cut government spending)—policies that would harm
domestic economic growth and are, therefore, not popular.

Exactly this kind of inconsistency emerged in 1997 for several East Asian
economies, affecting mostly Thailand, Indonesia, and South Korea. The cri-
sis began in the summer with the Thai baht and quickly spread to the In-
donesian rupiah. Both currencies declined sharply against the dollar once
the two governments abandoned the effort to protect the exchange rate
through direct intervention in the foreign exchange market. Later in 1997,
South Korea faced similar pressures. By the beginning of 1998, the Thai
baht had dropped 50 percent in value against the dollar, the Indonesian ru-
piah by 83 percent, and the South Korean won by 50 percent. Other East
Asian countries experienced smaller declines.

The drop in foreign exchange rates created a problem for these countries.
Domestic firms that had borrowed money abroad usually incurred loans
denominated in U.S. dollars. Repaying those loans became much more dif-
ficult, since the borrowers needed to earn more in their local currencies to
pay back each dollar of the loan. This problem was especially acute for
firms that borrowed from abroad in dollars to finance domestic invest-
ments that generated income only in the local currency (such as building
apartment buildings) rather than to finance factories producing exports
(that earn foreign currency). Inability to repay loans led to widespread
bankruptcies among borrowing firms in the crisis countries. This problem
contributed to the short but sharp economic contraction in some East Asian
countries in 1998.

The East Asian financial crisis had three main consequences. First, some
governments chose to stop pegging or heavily managing their currencies. In
table 13.2, the only country identified by the IMF of making a major change
is South Korea, moving from a heavily managed float to an independent
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float. But Malaysia, Thailand, and Indonesia have permitted greater vari-
ability in their exchange rates since 1997 despite still being designated as
operating managed floats. The advantage of floating rates (even if occa-
sionally managed by the government) is that they avoid the kind of sharp
break and steep decline that characterized the 1997 crisis. If foreign in-
vestors had faced a floating Thai baht, they would have been more cautious
in lending to Thai borrowers (especially borrowers who would be using the
funds to build businesses earning revenue in baht rather than dollars).
Thus, excess borrowing from abroad based on a mistaken belief in the fixed
nature of the exchange would not have occurred, and a mild depreciation
of the currency rather than a sharp drop would have been the probable out-
come in 1997.

The second consequence of the crisis has been for all Asian countries to
increase their foreign exchange reserves in order to better protect their cur-
rencies in the future in the event that downward pressures should recur in
foreign exchange markets. From $19 billion in 1996 (just before the crisis),
foreign exchange reserves held by the central bank of Indonesia reached
$43 billion by 2006. For Thailand, the increase was from $39 billion to $67
billion. And for South Korea, the increase was enormous, from $34 billion
to $239 billion. Thus, the principal crisis countries of 1997 all had much
larger foreign exchange reserves if they desired to intervene to protect their
currencies from pressure to depreciate in the future.3

However, it is worth pointing out that the biggest holdings of foreign ex-
change reserves in the region had nothing to do with a desire to build pro-
tection against potential future depreciation pressures. Japan and China
have very large reserves that also increased over time, due to the reluctance
of either government to let their currencies appreciate as much as market
pressures indicated. These two currencies have been under pressure in for-
eign exchange markets to appreciate (increase in value against other cur-
rencies), but the governments have entered the foreign exchange market
(buying U.S. dollars) to offset the market pressure.

Japan has a floating exchange rate, but the government has attempted pe-
riodically to influence the market outcomes. The rationale of the govern-
ment has been to help exports (since exporters find their products become
less price competitive in global markets when the exchange rate appreci-
ates).4 The government has not intervened since 2004, but the result of ear-
lier efforts, the size of Japan’s official foreign exchange reserves was $900
billion by 2006. The Chinese government has been more aggressive in re-
cent years, motivated by the same desire to help the export sector, and its
foreign exchange reserves reached $1.1 trillion by 2006.5

This continuing large-scale intervention in foreign exchange markets to
offset upward pressure on the renminbi has sparked considerable anger
among import-competing businesses and politicians in other countries, and
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particularly in the United States. Since 2005, the Chinese government has
permitted the renminbi to appreciate slowly against the dollar, but as of
2007, the currency issue remained on the American political agenda.

The third consequence of the 1997 Asian financial crisis was the initia-
tion of a regional dialogue on financial cooperation. This dialogue has re-
sulted in two regional policy developments—a “swap” agreement among
some central banks and an Asian bond fund. Although they are both mod-
est steps, they represent interesting steps in regional cooperation.

In May 2000, the ASEAN � 3 finance ministers’ meeting reached an
agreement to have their central banks create (or expand) bilateral agree-
ments to swap foreign exchange holdings, known as the Chiang Mai Initia-
tive (named after the Thai city where the meeting occurred). In such an
arrangement, one central bank lends another holdings of another’s foreign
exchange reserves to another country’s central bank, expanding the re-
sources available to the borrowing government to defend its currency. The
Chiang Mai Initiative provided a framework for individual central banks in
East Asia to work out swap agreements with other individual central banks
in the region. In general, the bilateral agreements worked out over the next
several years involved central banks of Japan, South Korea, and China of-
fering to act as lenders, and China, South Korea, Malaysia, Thailand, Philip-
pines, Indonesia, and Singapore as borrowers.

The International Monetary Fund (IMF), the multilateral institution that
oversees global financial and exchange rate issues, also lends money to gov-
ernments requesting help in defending their currencies. However, IMF pro-
cedures for approving such loans can take time. One of the advantages of
bilateral swap arrangements, therefore, can be speed in implementation.
On the other hand, bilateral swap arrangements can undermine the central
role of the IMF in dealing with international financial crises. IMF loans, for
example, generally come with conditionality—requirements for the bor-
rowing government to fix the economic problems that led to the currency
crisis in the first place. Discussion of the desirability of regional cooperation
originally arose out of strong dissatisfaction with the initial conditionality
terms imposed by the IMF during the Asian financial crisis in the fall of
1997, conditions that were widely perceived as incorrect (a mistake later ac-
knowledged by the IMF itself and corrected). In the fall of 1997, the Japan-
ese government had proposed an Asian Monetary Fund, which would act as
a regional substitute for the IMF, and presumably have less stringent condi-
tionality. That proposal was not implemented—in part due to opposition
from the U.S. government at the time. The Chiang Mai Initiative emerged
as a lesser version of the Asian Monetary Fund.

To deflect concern by the United States or the IMF that the Chiang Mai
Initiative might undermine the role of the IMF, the initial agreement called
for only 10 percent of the agreed funds to become available on short notice;
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the other 90 percent would become available after receiving IMF approval.
In May 2005, the involved governments raised the limit from 10 percent to
20 percent, while also calling for an increase in the size of the swap
amounts. The revised agreement also called for two-way agreements (prin-
cipally with Japan agreeing to be potential borrower).

Table 13.3 shows the amounts of the swap arrangements as of 2007.
Japan has offered the most money through these swap arrangements, for a
total of $31 billion spread across agreements with seven other govern-
ments. South Korea ($13 billion) and Indonesia ($12 billion) have the
largest credit lines to draw upon in these arrangements—keeping in mind
that they would need to negotiate separately with each of the potential
lenders before activating these loans.

The Chiang Mai Initiative was a modest step—the amounts of money are
not large (in comparison to the size of daily foreign exchange transactions
that occur when investors have doubts about a currency), and a limit on
how much of the loans can be activated without IMF approval remains in
place even though it has been relaxed somewhat. Nevertheless, the Chiang
Mai Initiative is important because it represents the first time finance offi-
cials in East Asia cooperated among themselves. If nothing else, the net-
working among these ministries and officials occasioned by this process en-
hanced regional communication, something that would be important
should future regional financial problems emerge.

The other regional cooperative development has been the creation of a
regional bond fund—the Asian Bond Fund. This development also emerged
out of the 1997 financial crisis. The theory was that if Asian governments
(and local private-sector firms) could borrow long-term money from other
Asian economies, then they would be less vulnerable to the behavior of
(possibly fickle) Western investors. This belief led to an initial agreement in
2003 within a new regional group called the Executives’ Meeting of East
Asia–Pacific Central Banks (EMEAP). Although the basic concept was a
topic within ASEAN � 3 discussions, this group has a different member-
ship. The eleven members of this group are the central banks of Japan, Aus-
tralia, China, Hong Kong, Indonesia, South Korea, Malaysia, New Zealand,
Philippines, Singapore, and Thailand. Thus, it includes Hong Kong, Aus-
tralia, and New Zealand and excludes the newer members of ASEAN.6

The initial Asian Bond Fund established a fund to purchase government
bonds denominated in U.S. dollars by eight of the members of the AEEAP
(ASEAN Environmental Education Action Plan: China, Hong Kong, In-
donesia, South Korea, Malaysia, Philippines, Singapore, and Thailand). The
agreement was revised in 2004 to permit purchases of bonds denominated
in local currencies and those issued by quasi-governmental organizations.7

The Asian Bond Fund represents another modest step in regional co-
operation. Involving regional central banks as buyers of bond issues by
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governments and government-affiliated organizations in other regional
economies creates a somewhat artificial regional bond market (if the
purchases are motivated by political rather than profit considerations).
True emergence of an integrated regional financial market would require
a private market in which issuers in one country can issue bonds de-
nominated in their own currencies (rather than the dollar) in the princi-
pal financial centers of the region (Tokyo, Hong Kong, and Singapore).
Such a market would require further regulatory and other changes to
make these centers sufficiently attractive for regional issuers to use them
(rather than using New York or London).

Optimists see the modest steps of the Chiang Mai Initiative and the Asian
Bond Fund as leading over a period of several decades to the kind of tight
financial integration that characterizes the European Union, with its com-
mon currency.8 A unified currency would remove currency fluctuations in
the region, and presumably thereby increase the flow of trade and invest-
ment (since exporters, importers, and investors would not need to worry
about losing profits through an unexpected movement in exchange rates).
The chief obstacle to such a move, however, is the need for a single central
bank to set a uniform monetary policy. A single regional central bank im-
plies a willingness to cede sovereignty over domestic monetary policy to an
organization that may be heavily influenced by officials from other coun-
tries. At the present time, it is unlikely that the Japanese would be willing to
accept a central bank with strong Chinese involvement, or that the Chinese
would want Japanese officials dominating regional monetary policy.

Aside from political leadership questions, a single monetary policy may
be unworkable given the wide disparity in macroeconomic conditions
across the region. Japan is a mature economy with a chronic excess of do-
mestic savings over the desired level of domestic investment—a condition
that leads to low domestic interest rates. Many of the developing countries
in the region have high economic growth rates leading to strong demand
for investment that often outstrips the available domestic savings—a con-
dition that yields relatively high interest rates. Until the developing coun-
tries have undergone several more decades of rapid growth that bring them
up to a level of affluence closer to Japan’s, it is difficult to imagine how a
single monetary policy for all would be possible.

CONCLUSION

The economic story of East Asia over the past half century has been a re-
markable one. Rapid economic growth, beginning with Japan and then
spreading to a number of other countries in the region, has transformed the
lives of hundreds of millions of people in the region. Japan, of course, is not
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growing quickly now, but the main explanation lies in the fact that it is a
mature, advanced industrial nation with a very high level of affluence.
China has been the most remarkable growth story in recent years, although
it faces challenges in the near future from both environmental problems
and an eventual decline in population. India, on the other hand, appears to
have shrugged off its economic sluggishness of the past as economic re-
forms have taken place and could become an exciting growth story of the
next several decades.

Although the region includes countries that remain very poor, the region
as a whole has become a model of successful economic development.
Countries across the region have embraced reforms supporting market-
based economic activity, as well as lowering import barriers and accepting
large levels of inward foreign direct investment. Barring disruptions from
military conflict or some unexpected global economic crisis, rapid growth
should continue in much of the region in coming decades. Hopefully, even
the poorest countries where the least reform has occurred—Laos and Cam-
bodia—will be drawn into the circle of successful growth.

Along with rapid growth, the distinguishing feature of this region has
been increasing economic interconnections and an accompanying dialogue
among regional governments. This chapter has emphasized that the trade
and investment interconnections should not be overestimated. Intrare-
gional trade has increased moderately, but much of the shift is due to the
very rapid rise of China as a trade partner (a rise so rapid that it has offset
the decline in the relative role of Japan as a trade partner). Bilateral and sub-
regional free trade agreements have knit together some of the members of
the region, but some of these agreements also involve partners outside the
region. Meanwhile, direct investment flowing into the region is expanding,
but the largest investors are from outside the region (European and Ameri-
can firms). Finally, the intraregional financial cooperation efforts described
in this chapter have been quite modest.

What should one conclude from all these developments? Regional eco-
nomic ties and intergovernmental dialogue are continuing to evolve. How-
ever, the wide economic, historical, and cultural diversity in the region sug-
gests that movement toward stronger regional agreements and institutional
structures will remain slow and modest. Emergence of a strong regional in-
stitutional arrangement similar to the European Union is unlikely—at least
in the next several decades. Nevertheless, East Asia is likely to continue a
process of modestly increasing cooperation, and the boundaries of partici-
pation may expand, especially with India becoming more closely connected
to the group of East Asian countries that formed the main part of the analy-
sis in this chapter.

Whether the United States will be a major participant in these regional
developments is unclear. Economic connections between East Asia and the
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United States are strong, and the U.S. government is a leading player in
APEC. Perhaps the government-level dialogue will continue to proceed on
parallel tracks, with both APEC and an East Asian approach. In either ap-
proach, one of the important conclusions to draw from the developments
described in this chapter is that the expanding experience with dialogue and
cooperation on economic issues—all leading in the direction of encourag-
ing expanded economic linkages—underwrites forces in favor of peaceful
resolution of political or strategic problems considered in other chapters.

NOTES

1. For an example of this view, see Walter Hatch and Kozo Yamamura, Asia in
Japan’s Embrace: Building a Regional Production Alliance (Cambridge: Cambridge Uni-
versity Press, 1996).

2. For further detail on foreign direct investment flows in East Asia, see Edward J.
Lincoln, East Asian Economic Regionalism (Washington, D.C.: Brookings Institution
Press, 2004), 72–113.

3. Data from International Monetary Fund, International Financial Statistics (data-
base accessed online, September 11, 2007).

4. For a full discussion of this policy of the Japanese government, see Taggart
Murphy and Akio Mikuni, Japan’s Policy Trap: Dollars, Deflation, and the Crisis of
Japanese Finance (Washington, D.C.: Brookings Institution Press, 2002).

5. International Monetary Fund, International Financial Statistics, online database
(accessed September 10, 2007).

6. Asian Development Bank, “EMEAP Asian Bond Fund,” asianbondsonline
.adb.org/regional/asean%203_asian_bond_markets_initiative/related_initiatives/
emep_asian_bond_fund.php (accessed December 8, 2007).

7. Bank of Japan, “Subscription to the Asian Bond Fund 2,” www.boj.or.jp/
en/type/release/zuiji/kako03/un0412a.htm (accessed September 8, 2007).

8. For example, see C. H. Kwan, Yen Bloc: Toward Economic Integration in Asia
(Washington, D.C.: Brookings Institution Press, 2001); or Policy Council of the
Japan Forum on International Relations, Economic Globalization and Options for Asia
(Tokyo: Japan Forum on International Relations, 2000).

The Asian Regional Economy 299



There are perhaps as many definitions of globalization as there are Hindu
gods. It is thus imperative to begin with a brief outline of the definition in
this chapter. In my recent book on globalization, I argued that it is a long
historical process of growing connections at different levels among societies
that has matured into today’s interdependent world.1 At least four distinct
human motivations have created and continue to shape the interconnected
world we know today: to find a safer, more prosperous, and fulfilling life as
expressed in the desire to profit from trade; the urge to convert fellow hu-
man beings to one’s belief; the desire to explore and enjoy the unknown;
and the urge to dominate and control others. The same basic motivations
drive many more actors in integrating the world: yesterday’s traders are to-
day’s corporations and businesses; the ranks of religious preachers have ex-
panded with new secular believers who now include NGOs and civil soci-
ety organizations; and the desire to explore and settle that led adventurers
now drives migrants and tourists. What began in the dawn of history as a
leader/warrior’s urge to dominate others and secure resources spawned
kingdoms and empires, laying the foundation of modern states. Successors
of empires have emerged as sovereign states, inheriting the role of the “war-
riors” or colonizers as providers of security and law.

Compared to other regions of the world, Asian countries have been
shaped most of all by traders and preachers during much of the modern era.
The region’s openness to trade and foreign contact also gave Asia a prime
position as the shaper of a globalized world. Asia’s early success in manu-
facturing—cotton textiles and jewelry in India, silk and porcelain in
China—and the lure of its products—spices, tea, pearls—have invited
traders from the Mediterranean world. They traveled the Silk Road and

300

14
Globalization and International
Politics in Asia
Nayan Chanda



sailed across the Arabian Sea and Indian Ocean to reach the ultimate source
of luxury in Asia. Indians sipped Italian wine and the ultimate proof of
wealth in the twelfth century was owning African slaves. Muslim traders
from India and Arabia introduced Islam to Southeast Asia. During the Age
of Exploration in the sixteenth century, those early contacts exploded into
large-scale trade and the introduction of Christianity to large parts of Asia
ruled by traders-turned-colonial-rulers. The Opium Wars and Commodore
Perry’s forcible “opening” of the Japanese “door” were only the more recent
examples of traders and warriors shaping Asian history. European presence
in the region also exposed Europeans to Asian philosophy and science.2

Ironically, Taoist philosophy brought from China to France introduced the
concept of laissez-faire, whereas European contact introduced Marxism-
Leninism into Asia—the consequences of which are still being felt long af-
ter colonial rule has crumbled.

In the post–World War II period, traders—more than any other actors—
have come to shape the Asian scene. In recent decades, trade as a percent-
age of the GDP has continued to grow—increasing the role of globalization
in the development of the region. The word “globalization” that has be-
come increasingly current in Asian vocabulary, however, burst into public
consciousness with the storm of the 1997 Asian financial crisis—the first
major traumatic event on a region-wide scale brought about by foreign con-
nections. In the political turmoil that ensued, one regime (Indonesia) was
toppled, two governments (Thailand and South Korea) had to cede place to
the opposition, and in another (Malaysia) a major crisis split the ruling
party. The anti-globalization movement, sputtering so far among small
groups of ecologists or left-wing Asians, gained wider adherents. As Samuel
Kim has noted, given the extremely trade-dependent character of East Asian
countries,

There is no exit from globalization that would not entail major economic, so-
cial and political sacrifices. The strategic choice for East Asian countries is no
longer, if it ever was, between exit and engagement, it is one of constant adap-
tation to the logic of globalization and quickening economic, cultural and so-
cial product cycles.3

FINANCIAL GLOBALIZATION: ORDEAL OF FIRE

History is a continuum, and any attempt at periodization is bound to be ar-
tificial and fragmented. Still, several technological and policy developments
in the field of trade and finance came together in the past two decades to
make this period an intensified phase in which globalization played a crit-
ical role. The 1985 Plaza Accord forced Japan to revalue the yen and begin
offshoring its production to low-cost Southeast Asia. The Big Bang financial
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reform in Britain (1986) was followed shortly thereafter by other European
countries, and the United States opened its capital markets to the world
(daily transactions in ten stock markets in the world rose from $900 mil-
lion in 1992 to $1.2 billion a day in 1995). The beginning of twenty-four-
hour electronic fund transfers and electronic stock trading,4 the start of
GATT’s (General Agreement on Tariffs and Trade) Uruguay Round in 1986
(leading to the formation of the World Trade Organization in 1995), and
the launching of Deng Xiaoping’s opening of China to international trade
and investment all accelerated globalization in Asia. In 1985 Deng pro-
claimed that the principal characteristics of the current era in international
relations were “peace and development” and China needed a peaceful en-
vironment in which to pursue its economic development.5 In 1991, faced
with a financial crisis, India, too, began shedding its socialist policies and
opening its door to foreign investment and trade. These were among the
more important developments that boosted all the forces of globaliza-
tion—most importantly that of traders, with the flow of goods and services,
and adventurers, including tourists and migrants.

Booming trade and investment of the late 1980s and early 1990s, which
produced Asia’s economic miracle, not only resulted in the strengthening of
ties among East Asian countries, but also bred new political confidence—
epitomized in the claim of special “Asian values” that lay behind the re-
gion’s stunning economic success. The economic boom strengthened re-
formers who had embraced foreign trade and investment implied by
globalization. However, the 1997 financial crisis that devastated the
economies of large parts of East Asia dealt a severe blow to the idea of glob-
alization as much as it humbled the proponents of Asian values. The eco-
nomic troubles, environmental degradation, terrorist threat, and rising civil
society opposition that have marked the decade since the 1997 crisis offer
examples of how the relationship among the states of East Asia has been af-
fected by the actions of the other three actors of globalization, viz., preach-
ers, adventurers, and warriors.

Beginning in the 1980s, the openness of East Asian countries allowed
multinational corporations, foreign banks, financial institutions, and do-
mestic entrepreneurs to play an increasingly dominant role in the economy.
While the state formally controlled the levers of finance, they were increas-
ingly riding the wave created by non-state actors—traders to immigrants—
far from their borders. Ironically, rapid economic growth brought about by
globalization raised people’s living standards and conferred a degree of le-
gitimacy on the authoritarian regimes. The patina of economic performance
seemed to justify the claim that authoritarian Asian values were a recipe for
stability and prosperity. With its unique approach based on dialogue, con-
sensus, and non-interference, the Association of Southeast Asian Nations
(ASEAN) was proclaimed to be leading the global order toward a “Pacific
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Century.” But the financial crisis that burst upon Asia with sudden fury on
July 2, 1997, not only wrecked that scenario but was also a stark reminder
of the lack of power held by Westphalian states before the forces released by
traders and financiers around the globe.

A conjuncture of happy circumstances—from the bull run in the U.S.
stock market to capital flight from post-Soviet Russia—made traders the
most influential players in Asia. With its open economies, trade-friendly
policies, and cheap labor, Asia drew a large part of some $938 billion in cu-
mulative funds that was invested in 1990–1997. Awash with funds, foreign
investors placed their bets on risky high-return projects and stocks. But
when the first sign of trouble came from Thailand, foreign funds—much of
it hot money—quickly fled the region. In 1997 alone the outflow
amounted to $16 billion, or 11 percent of the GDP of the affected coun-
tries.6 After a timid attempt to stem the tide of devaluation, currencies of the
region fell like dominoes. Unlike Mexico, it was not large public-sector
deficits but lack of liquidity in the private sector that humbled Asian states.
Traders who had brought unprecedented prosperity were now responsible
for the shipwreck.

If globalization in the shape of the outflow of foreign funds bore a ma-
jor responsibility for the crisis, the recovery ironically reinforced Asia’s po-
sition in an integrated world. In a dramatic display of the impotence of the
nation-state, affected countries had to accept IMF bailout packages on oner-
ous conditions that made the suffering even more acute. Any attempt to
have sovereign control over national currencies by pegging them to foreign
currencies was given up in favor of a float. East Asia emerged from the cri-
sis after being forced to adopt policies and practices that had become
global. The domestic price was heavy. Some twenty million people were
pushed back into poverty, and several million children of jobless parents
had to leave school. Globalization has always been the force behind the re-
gion’s development, but the 1997 crisis can be said to have been the ordeal
of fire that forced East Asia to formally and consciously join the globalized
world.

Even after the ravages of the 1997 crisis, Asia was not about to recoil
from globalization and retreat into isolation. The financial capital that fled
in panic during the crisis returned, and within two years Asia was well on
the path to recovery, thanks to FDI (foreign direct investment), resuming
exports to the world market, and increasingly to China. Modular manu-
facturing and fragmented production systems linking different production
centers in the region helped create regional “growth triangles”—such as
the Johor-Riau-Singapore triangle in Southeast Asia and production hubs
in Guangzhou. Closer economic integration of the region, contributing 
to the region’s success and China’s export engine, may have also been a 
factor in maintaining relative peace in the region. At least some Southeast
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Asians believed that the “absence of war” in Southeast Asia in recent years
should be attributed at least in part to the forces of globalization.7 Trade de-
pendence has also had a moderating effect on foreign relations. Japan’s
growing dependence on China as a manufacturing base and source of im-
ports has led Japanese business interests to oppose the Japanese prime min-
ister’s visits to the Yasukuni Shrine. Taiwanese businesses, with more than a
million of their employees living in China, have pressured the government
to desist from provocative policies.

TRADE REDEFINES SECURITY

The drive by traders, financiers, and consumers in China to “get rich” and
live better has integrated China firmly with the world economy. While it has
generated a record annual growth rate of 9–10 percent, the country’s secu-
rity depends on forces beyond its border. China’s unprecedented openness
to the world economy—foreign trade accounting for 75 percent of its GDP
and 70 to 80 percent of its foreign earnings invested in U.S. treasury bonds
and dollar assets—has forced China to alter its Westphalian concept of ter-
ritorial security. In a remarkably candid essay in 2004, Wang Zhengyi, a pro-
fessor at Peking University, pointed out how China’s dependence on foreign
capital has led it to reconceptualize its notion of national security. Wang
wrote, “Globalization and China’s gradual incorporation into the world
economy not only pose risks for the Chinese domestic market and its mar-
ket related society . . . more important is the diminishing capacity of the
state to govern Chinese economic reform and its changing society.”8

Not only China, but the increasing global integration of all of East Asia,
has left it more vulnerable to currency speculators, rapid capital flight, and
market crashes than ever before. The ebb and flow of FDI has also created
a more wary dynamic, both interdependent and competitive, between
China and its Southeast Asian neighbors. As ASEAN countries rely on ex-
porting similar products to the same markets as China, they have a growing
fear of losing their export market and foreign investment to China. In the
decade since the 1997 crisis, that fear about FDI materialized, but China
has succeeded in reassuring the region by stepping up its imports from the
region and by integrating its export industry closely with production of
components and parts in Southeast Asia. While direct U.S. imports from
non-Chinese Asian countries have dramatically declined, Chinese imports
from them (mostly intermediate goods) have grown in reverse propor-
tion—reflecting the rise of China as the regional production center for ex-
port to the United States.9 Singapore prime minister Goh Chok Tong was
blunt about the problem: “Our biggest challenge is . . . to secure a niche for
ourselves as China swamps the world with her high-quality but cheaper
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products. . . . How does Singapore compete against 10 post-war Japans, all
industrializing and exporting at the same time?”10

China’s skillful diplomacy turned the 1997 crisis into an opportunity to
win the hearts and minds of Southeast Asia. As the region reeled from the cri-
sis and resented being lectured by the United States on the perils of crony cap-
italism and lack of transparency, China presented itself as a sympathetic
neighbor. It kept its pledge not to engage in competitive devaluation of its
currency to maintain market stability. The U.S. Treasury refused to bail out
Thailand at the height of the currency crisis, while China contributed $1 bil-
lion to the stabilization fund, earning Bangkok’s gratitude. Four years later
China followed up its charm offensive by proposing the creation of the
ASEAN-China Free Trade Area (ACFTA) in November 2002. This move not
only helped China to effectively preempt the region’s fear of a Chinese jug-
gernaut crushing their export-dependent economy, but to score points against
the regional rival Japan, which resisted linking a free trade area with ASEAN.

However, given the size of China’s economy and its status as the world’s
second-biggest exporter, its trading fortune connects it to the whole world
and, most importantly, to the world’s biggest economy—the United States.
The flip side of China’s massive gain from trade and FDI flow is that its eco-
nomic future, social stability, and even its security are increasingly depen-
dent on its relations with the United States. Referring to the growing con-
gressional anger at the Chinese trade surplus and its low renminbi, U.S.
Treasury secretary Henry Paulson bluntly said, “China has become a sym-
bol for globalization fears” in the United States. While he urged the U.S.
Congress to be patient, he said it was critical “to persuade the Chinese to re-
form their own economy more quickly because the health of their economy
affects the health of the global economy.”11 East Asia’s economy has be-
come so dependent on China that shots fired in a Sino-American trade dis-
pute are bound to ricochet through the whole region.

Precisely because of the concern about many ricochet effects that any
conflict in the region would have, globalization may have reduced the risk
of open outbreak of violence. In the earliest paean for globalization (al-
though the word did not exist then), British economist Norman Angel ar-
gued in 1910 that multiple connections among modern societies and
economies had proved so beneficial that war had become an “economic
impossibility.”12 As the outbreak of World War I shortly afterward proved,
the optimism was premature. But the economic integration of the world has
grown thousands-fold since, making the fear of massive dislocation caused
by war a more plausible deterrent. It is fair to speculate that business inter-
ests in Japan and Taiwan play a calming role in nationalistic conflict with
China. Even the Chinese government, despite its public posturing, cannot
but be concerned about popular resentment caused by economic disloca-
tion and hardship that a conflict with Taiwan would bring.
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Globalization may have in many ways reduced state power, but in others
ways it has also privileged the holders of state power and especially when
private economic interests and state power have become entangled. When
in January 2006 the Singapore government’s investment arm, Temasek
Holdings, purchased a controlling stake in Thailand’s dominant phone
company, Shin, owned by Prime Minister Thaksin’s family, for $1.9 billion
in a tax-free deal, protests broke out in Thailand against the sale of the
country’s communications crown jewel. Eventually the uproar set the stage
for a military coup in September that removed Thaksin from power.

MIGRANTS AND TOURISTS

Uneven development in the region provided both push and pull factors for
migration—both legal and illegal. The migrant workers from Asia’s less de-
veloped economies served as a conduit for region-wide redistribution of the
wealth generated by the global economic boom. In 1995, 1.5 million Fil-
ipinos lived abroad as permanent immigrants, and an additional 2 million
were seamen or worked abroad temporarily. The ILO estimates that their re-
mittances might amount to as high as 10 percent of the country’s GNP.13

The Financial Times estimates that poverty-stricken Burma, or Myanmar,
earns more from the underground remittances of its workers in Thailand
and Singapore than the $200 million a year it receives in foreign aid.14

According to a 2005 survey, some eight million Southeast Asians worked
outside their own countries—mainly in Japan, Korea, Singapore, Taiwan,
Hong Kong, Malaysia, and Thailand.15 While the remittances from migrants
remain a valuable source of foreign exchange and interdependence among
neighbors, their treatment in host countries could equally be a source of
friction. In the wake of large-scale business closures in 1997 and attempts
to expel illegal migrants, tension arose among Southeast Asian neighbors
who had once tolerated, even encouraged, illegal migration in times of eco-
nomic boom. In particular, Malaysia deported large numbers of Indonesian
workers and deployed naval patrols to block new arrivals. While new jobs
are being created in labor-importing countries, the number of unemployed
in labor-exporting countries is growing faster, leading to increasing concern.
In January 2007 ASEAN leaders signed an agreement to aid and regulate mi-
grant workers whose treatment could prove to be a source of tension. The
smuggling of migrant Chinese workers and trafficking of women in Japan
for instance, remain a potential cause for friction.

Tourism was historically driven by individuals. But with the arrival of
wide-body aircraft and economic growth in the region, mass tourism has
emerged as an important source of national income in many countries. Ac-
cordingly, countries with the ability to send tourist dollars have gained im-
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portance. In the late 1990s, with a swelling trade surplus causing unhappi-
ness among its trade partners, Japan created a program that “aimed” at dou-
bling Japanese outbound tourism. Japan hoped that the arrival of thou-
sands of tourists would be interpreted as Japan’s willingness to redistribute
the economic gains from its massive trade surplus and be seen as evidence
of economic fairness. The drive, however, did not last long. While Japanese
golf tourism drew the ire of environmentalists, the 1997 financial crisis saw
a drastic decline in tourism. After the collapse of the Japanese bubble, it was
Japan’s turn to develop a policy to attract foreign tourists. A rising China has
since taken up the slack. Compared to only 4.5 million Chinese who trav-
eled overseas in 1995, the figure increased to 31 million in 2005, far sur-
passing Japan.16 Beijing could be seen as bestowing favor on a country by
including it on its list of approved destinations.

The growth of tourism and its importance for the national budget of
many countries also makes the countries vulnerable to other unpredictable
outcomes of an integrated world, including environmental threats and the
spread of a pandemic. The SARS crisis that hit China and Southeast Asia was
a classic example of the danger inherent in the growth of mass travel on fast
transports. The SARS virus emerged in South China by the end of 2002,
spread to Hong Kong in early 2003, and then, thanks to busy air travel,
within three months affected thirty countries worldwide, killing some eight
hundred people. Flights in large parts of Asia were grounded, dealing a
heavy blow to trade and tourism. It was a threat for which the Westphalian
state system had no answer other than to simply batten down the hatches.
As a global problem, its solution had to be found by working in close co-
operation with a global institution like the World Health Organization. De-
prived of tourist revenue, suffering heavy losses from business shutdowns
and culling of poultry stock, regional governments were resentful of the
WHO advisory on grounding flights, yet they had no option but to accept
this infringement of their sovereignty. And the crisis took less of a toll than
it could have without these cooperational measures.

NGOS AS THE NEW PREACHERS

The stepped-up economic development pushed by foreign investment has
caused some concerns about the abuse of labor, human rights, and envi-
ronmental degradation—issues that have not been a traditional priority for
East Asian governments. The new preachers—non-governmental organiza-
tions and civil society community activists—have sprouted in many coun-
tries to uphold these causes and pressure governments and corporations.
While eager not to discourage foreign investors, governments have often
turned a blind eye to labor or environmental issues on which NGOs have
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campaigned and forced governments to redress grievances. To the chagrin
of authoritarian governments, their advocacy of good environmental policy,
transparent governance, and grassroots democracy have promoted liberal-
democratic political culture and formation of civil society.

Although small NGOs concerned with local welfare and environment is-
sues have been in existence for a while, growing trade and tourism have
opened the door to linkage with international NGOs for information, co-
ordination, and sustenance. As the NGOs have geared up to oppose policies
of major international financial institutions—such as the International
Monetary Fund, the World Bank, and the World Trade Organization—larger
support and strategy coordination were made available from external
sources. While governments have tried to control, if not altogether prevent,
such international linkages (Malaysia’s former prime minister Dr. Mahathir
has even accused NGOs of being agents of Western neo-Liberal policy) with
national NGOs, under growing public pressure, especially since the 1997
crisis, the World Bank has accepted the role of the civil society in policy-
making.

Tourism that affected indigenous people’s livelihoods as well as sex
tourism have provoked protests by local activists and international con-
demnation, succeeding in bringing change in government policy.17 Foreign
investment in Southeast Asia’s extractive industries and forestry has long
worried environmentalists. Concern over what has been called “Japan’s
shadow ecology” has united activists around the region, leading to region-
wide campaigns against mining, timber felling, and Japanese golf
tourism.18 Japanese environmentalist groups joined ranks in protesting
Japanese corporations’ role in this degradation. Since the late 1990s, how-
ever, China has replaced Japan as the largest importer of agricultural and
forestry products from Southeast Asia, causing a negative environmental
impact. Given the region’s growing dependence on China, though, the ex-
pression of environmentalist concern has been muted. Not so in the case of
Japan where acid rain has been blamed on China’s coal-fired industry, caus-
ing strong public anger. The irony that some of the pollution in China
could well be related to manufacturing of Japanese export goods has been
conveniently ignored. Since 1997, though, the Japanese Foreign Ministry
started offering a training program and grant of monitoring equipment to
measure acid rain.

Some regret that the preeminence given to economic development has
meant that Asian countries “have gone from resisting transnational control
to offering incentives to attract foreign investors. Nationalism no longer is
the glue that melds interests, and more difficult issues of class have become
more central to domestic politics.”19 While rejecting the neoliberal recipe
for growth through globalization, the opponents have not yet come up with
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an alternative that does not rely on international finance and transnational
corporations and their mediating institutions.

The state’s efforts to maintain its power amid globalization are chal-
lenged by the instant and constant diffusion of information and the rise of
civil society activism. A case in point was a lawsuit brought by a transna-
tional political coalition of local citizens of Aceh and North American ac-
tivists and civil rights NGOs against ExxonMobil for bankrolling elements
of the Indonesian armed forces, which used extreme and illegal violence to
protect their gas fields and liquefied natural gas production facilities. As
one author observed, foreign investors’ use of local forces to protect their
interest is not new in globalization, but what is new is the transnational-
ization of universal legal standards of justice.20 While targeting foreign
multinationals was easy, pollution caused by greedy businesses of a neigh-
boring country has proved more difficult. In 1994 and 1997 forest fires in
Indonesia caused by entrepreneurs clearing land for profitable palm oil
plantations sent a thick haze all over Southeast Asia. It not only caused
health problems in neighboring Singapore and Malaysia, but it also forced
their airports to shut down at substantial financial losses.21 Tempers rose
and sharp editorials were written condemning Indonesia, but little else
could be done.

The environmental degradation and pollution that resulted from eco-
nomic development and foreign-funded projects nevertheless spawned a
vigorous anti-globalization movement. Over the years, national NGOs in
Thailand—the country with an established tradition of such activism—have
had limited success in opposing foreign-funded projects. Kevin Hewison,
who has studied the case of the Thai anti-globalization protest movement,
concluded, “There is no politically sound nor a viable economic alternative
proffered by the localists.” Thailand’s new populism, he noted, was “reac-
tionary, romantic, anti-urban,” and chauvinistic.22 In Singapore, China, and
Indonesia, NGOs supporting labor rights and human rights have been ac-
cused of being agents of “cultural imperialism” and “foreign subversion.”
Yet the supporters of global integration admit that emerging international
civil society, concerned with human rights, the environment, and social
welfare, may be a critical antidote to the negative forces of globalization.
But, as the Indonesian example shows and as the Chinese government fears,
it may pose a threat to the power of the state.

NEW NON-STATE ACTORS: PREACHERS OF TERROR

Islam arrived in Southeast Asia peacefully with Indian Muslim and Arab
traders in the fifteenth and sixteenth centuries when the faith was mostly
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syncretic and moderate, adapted to the region’s existing cultures. Although
Indonesia made periodic attempts to institute a fundamentalist version of
the faith, the country as a whole as well as Malaysia practiced a moderate,
secular kind of Islam.

That, however, began changing in the early 1990s when Suharto’s au-
thoritarian regime began emphasizing the Islamic nature of the state. In
2001 Malaysian prime minister Dr. Mahathir announced the country was
an Islamic state. Wider travel, foreign education, and arrival of Saudi Ara-
bian funding for building mosques and religious schools led to a growing
influence of Middle Eastern Islamic theory and practice, threatening to
transform Southeast Asian Islam from an inclusive, syncretic, and pluralist
religion to an exclusive Arabized form of Islam. Against such a changing
background came the 9/11 terrorist attacks and the subsequent U.S. war on
terror.

While a majority of Southeast Asia’s peaceful, moderate Muslims were
troubled by what appeared as the West’s war on Islam, militant Islamic sects
like Al Ma’unah (Brotherhood of Inner Power) in Northern Malaysia and
Abu Sayyaf (Father of the Sword) in Southern Mindanao were emboldened
in their violent anti-West campaigns. Hitherto unknown shadowy groups
like Lascar Jihad and Jemaah Islamiyah (JI) with al Qaeda connections
emerged in Southeast Asia to carry out terrorist attacks against Western tar-
gets and launch violent campaigns against Christians. Spates of bombings
from Bali to Jakarta and the killing of Christians in Ambon were chilling re-
minders of the new threat. Recognition of this new global threat appearing
in Asia came with five hundred U.S. Special Forces troops dispatched to the
Philippines and $700 million in U.S. counterterrorism assistance granted to
Indonesia.

The trader-preachers of the sixteenth century who connected Southeast
Asia, where some 30 percent of world’s Muslims live, with the world of Is-
lam have now been replaced by new preachers. Aided by global travel and
communication, these new preachers plot to violently supplant what they
see as Western globalization with a global Islamic ummah.23 Thailand’s
Muslim south has emerged as a hotbed for militancy where Buddhist offi-
cials, teachers, and civilians are being killed in large numbers and the gov-
ernment is engaged in bloody, but not-so-successful, counterinsurgency op-
erations. With assistance and encouragement from outside, Islam in
China’s Xinjiang province, too, is undergoing a revival. As Dru Gladney
notes, China has become more keenly aware of the importance foreign
Muslim governments place on its treatment of its Muslim minorities as a
factor in China’s lucrative trade and military agreements. “The increased
transnationalism of China’s Muslims,” he writes, “will be an important fac-
tor in their ethnic expression as well as in their accommodation to Chinese
culture and state authority.”24
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While Christian groups in Indonesia are seeking external support in
holding their ground against Islamic attacks, the faith seems to be gaining
new adherents in China by leaps and bounds. According to the Center for
the Study of Global Christianity, there are ten thousand conversions in
China every day, and in their estimate by 2050, there will be 218 million
Christians in China, 16 percent of the population—enough to make China
the world’s second-largest Christian nation. Given the Communist Party’s
attempt to retain control of various religious groups, such a growth of
Christianity would be a matter of concern, especially if they get support
from churches outside China.25

CYBERSPACE: NEW ARENA OF CONTESTATION

Over the last decade, Asia’s interconnectedness has grown exponentially.
The Internet, which was slow to take off in the early 1990s, accelerated dra-
matically during the Silicon Valley boom at the end of the twentieth cen-
tury. By 2007 China boasted 137 million online users, more than a tenth of
its population. China’s twenty million bloggers and more than three mil-
lion active writers have given China elements to build a civil society that
was absent in a tightly controlled one-party state.26 Other Asian countries
have opened up this public space for discourse in addition to providing the
network for businesses to expand beyond territorial borders. The Internet
network enabled Asia to take full advantage of the supply chain economy
and just-in-time production that revolutionized world trade in manufac-
tured goods.

The Internet has also provided a space where citizens can let off steam,
thereby diverting attention from and at least temporarily absolving the gov-
ernment from action. The impact of the web on domestic political stability
and relations with neighbors, however, could be even more far-reaching. It
was through surreptitious Internet coordination that the Falun Gong could
hold their daring protest demonstration in the heart of Beijing in 1999, re-
quiring the government to order a massive crackdown. The mistaken U.S.
bombing of the Chinese embassy in Belgrade in 1999 provoked intense na-
tionalist outrage in China. By setting up websites where the citizens could
vent their anger, and thus be heard worldwide, Beijing authorities could
contain the emotions from spilling over. Even then the emotion raised
through the Internet boiled over into violent protests against the U.S. em-
bassy in Beijing. The government attempt to let Chinese anger at Japanese
prime minister Junichiro Koizumi’s repeated visits to the Yasukuni Shrine
be dissipated through online insult and vitriol did not, however, work as
hoped. The Chinese government had to shut down a number of chat rooms
and bulletin boards.27
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It is ironic that closer integration of the world through technologies of
the future could be used to rake the coals of ancient fires. Relations between
Japan and South Korea and between China and South Korea, too, were af-
fected by acrimony and insults hurled at each other over the Internet. Un-
censored and direct criticism by nationalists on all sides not only raised
public temperature, they made government efforts to pursue rational policy
and solution through quiet diplomacy more difficult. Web vandalism and
shrill criticism on the Internet over the somewhat esoteric subject of the ori-
gins of the Koguryo Kingdom, nearly two thousand years old, has soured re-
lations between China and South Korea.28

In 2005 a so-called cyber-roots campaign against Japan’s bid for a per-
manent seat in the UN Security Council was vigorously adopted by Chinese
Internet users and managed to obtain twenty-two million signatures. Chi-
nese nationalists have also used the Internet to call for a boycott of Japan-
ese goods and tried to change the government’s policies toward Japan.
While allowing opportunity to activists to vent their anger, Beijing remains
wary of the Internet as a double-edged sword. What begins as hyperventi-
lating in cyberspace could easily spread to the street, and the target of attack
could well be the government that failed to live up to the expectations cre-
ated by chat-room rage.29 The public outrage that followed a blogger’s
protest about “erosion of Chinese culture” from Starbucks operating inside
Beijing’s hallowed Forbidden City was a reminder to foreign investors
about China’s nationalist sensitivities.

The public space for discussion also holds the threat of upsetting the
Communist Party’s control. All the while encouraging the spread of the In-
ternet as a tool of business productivity and communications, the Chinese
government maintains a cyber police force estimated to be forty thousand
and a security apparatus for the surveillance of the web and enforcing the
government ban on dissemination of undesirable information.30 Beijing
has tracked down writers of politically sensitive e-mails and jailed them.
With government efforts of employing sophisticated hardware and software
for filtering and tracking the Internet output, combined with activists trying
a variety of techniques to bypass controls, a veritable cat and mouse game
is on. As Chinese dissident Liu Xiaobo wrote in an online essay, “The Inter-
net provides an information channel that the Chinese dictators cannot
completely censor, it allows people to speak and communicate, and it offers
a platform for spontaneous civilian organization.”31

Singapore, Thailand, and Indonesia, too, have tried with varying degree
of success to control this aspect of globalization. The subversive power of
the Internet was proven in Indonesia in the 1998 turmoil leading up to the
fall of President Suharto. A widely circulated e-mail list titled Apakabar,
providing damaging information to Indonesian elites, is credited to have
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countered the regime’s propaganda offensive and provided ammunition to
the street demonstrators.32

CONCLUSION

In analyzing Asia’s evolving system in the light of China’s rise, editor of
Power Shift David Shambaugh posited seven possible models. They provide
a useful framework to ponder the impact of globalization on international
relations in the region. The seven scenarios considered are China-Domi-
nated Hegemonic System; Major Power Rivalry model involving the United
States and China; an American-centric “Hub and Spokes” model; a Concert
of Powers model involving equally powerful regional countries; a U.S.-
China Condominium of Power model; a region-wide Normative Commu-
nity model centered on Asean, ARF (ASEAN Regional Forum), and the
Shanghai Cooperation Council; and, finally, a Complex Interdependence
model that rises above state structure to take into account multiple linkages
brought by non-state actors (in his introductory chapter to this volume,
Professor Shambaugh gives even greater attention to the importance of sub-
state actors in defining international relations in Asia today). In light of the
role of non-state actors surveyed in the chapter, I conclude that his last sce-
nario offers the most accurate description of the new power equation.

From the brief survey of the non-state actors of globalization—the traders
and entrepreneurs from all over the world, the religious preachers and sec-
ular activists of civil society and NGOs, and the migrants and tourists—it is
clear that empowered by fast transportation and communication, these
forces have been playing an increasingly important role in determining re-
lations between states. The way the 1997 Asian financial crisis unfolded,
and brought about the fall of the Suharto regime and changes of govern-
ment in Thailand and South Korea, was clear evidence of the rise of a new
era in which fast-paced movement of capital, instantaneous communica-
tion, and mass movement of people across territorial borders played a more
decisive role in countries’ relations than that played by a hegemon, a con-
cert of regional and international powers, or even a normative community
like ASEAN. As Shambaugh aptly put it, “The core actor in this [Interde-
pendence] model is not the nation-state, but a plethora of nonstate actors
and processes—many of which are difficult to measure with any preci-
sion—that operate at the societal level.”33

In the emerging new power equation, governance no longer refers exclu-
sively to the authority exercised by the Westphalian state. It is increasingly
characterized by cooperation among states and non-state actors as they deal
with non-state actors like terrorists and criminal gangs and borderless
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threats like pandemics and pollution. Without going as far as to claim that
states have been rendered powerless, stuck as they are in the “straightjacket
of globalization,” one could say that relationships among states have be-
come subject to a far more complex set of factors than the simple security
concerns of the past. And in deciding what course to follow, the Asian states
or any states for that matter have far less independence than they ever have
had before. In order to survive and prosper in an increasingly fast and in-
terconnected world, the states would have to abide by rules and norms that
are common to all.34 Not only international legitimacy and acceptability,
but even domestic legitimacy of the governments are now determined by a
larger community far removed from the territorial jurisdiction of the state.

International relations—whether in Asia or in any other region—have to
be understood as part of the processes collectively called globalization.
Globalization encompasses both nations and the actors, and the whole is
bigger than the sum of its national parts.
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The more things change, the more they remain the same! This is perhaps a
counterintuitive way of describing the seemingly ever-changing security dy-
namics in the Asia-Pacific region. In recent years, there has been a spate of
new community-building and multilateral cooperative efforts involving an
ever-widening circle of players and overlapping mechanisms. There have
also been real and perceived rises and declines in hard and soft power
among the region’s major actors, which have affected their respective roles.

China, for better or for worse, is casting a larger shadow on the region,
causing its neighbors to increasingly bandwagon with, even while cau-
tiously hedging against, Beijing. Japan, long an economic power, is now be-
coming more multidimensional as it strives to be a more “normal” nation.
India is starting to “look east” and has been seeking a more active role in
the Asia-Pacific region consistent with its great-power aspirations. ASEAN—
the ten-nation Association of Southeast Asian Nations—is becoming more
institutionalized as it expands its self-proclaimed role as the “driving force”
behind East Asia community building. Meanwhile, the Korea Peninsula,
along with China-Taiwan cross-strait tensions, remains the focus of near-
term concerns, even as we ponder the long-term implications for regional
security of the reunification of either or both of these societies.

At the end of the day, however, it is the old existing network of U.S. bi-
lateral security alliances, supplemented by issue-specific “coalitions of the
willing,” that continues to underwrite security in the region. Even as China,
Japan, India, and possibly ASEAN all rise simultaneously, this chapter ar-
gues that the role of the United States as the “outside balancer” is likely to
continue to be a critical element in regional security. The combination of
American soft and hard (including economic) power will continue to be a
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primary determinant of how nations in Asia think and behave and align
themselves, even as other actors and mechanisms play an ever-increasing
supporting role.

This chapter will address the changing geopolitical environment and how
it affects the role of the United States and its military alliances in Asia. It will
look at the security challenges and dilemmas that could affect the current
relative equilibrium that has allowed Asia as a whole to rise economically
and politically and will examine the phenomenon of East Asia regionalism
and community building as it relates to developing a post–post–Cold War
(or post-9/11) security architecture for the region.

THE GEOPOLITICAL CHALLENGE AND SECURITY DILEMMAS

China is rising. Japan is rising. India is rising. Even ASEAN appears to be
carving out a more influential role for itself, not as a major power per se,
but due to its leading role in developing multilateral mechanisms for polit-
ical, economic, and security cooperation in the region. None of these
changes is, individually or collectively, either good or bad news per se. Each
phenomenon could potentially be stabilizing or destabilizing, depending
on how the various regional players adjust and successfully strive (or fail)
to maintain regional equilibrium. The rise with the greatest current and po-
tential long-term impact centers on China, which will draw the greatest
level of attention here, with no intention of demeaning or trivializing the
others.

The Rise of China

Philip Saunders’s chapter in this volume chronicles China’s rise, while
Robert Sutter’s discusses some of the implications for the United States. Sut-
ter accurately describes Washington’s “positive engagement” strategy, which
seeks to reinforce the positive aspects of China’s rise while also “hedging”
against more negative outcomes. As discussed in David Shambaugh’s intro-
ductory chapter, there are others who believe that confrontation between
Washington and Beijing is inevitable, that China’s rise cannot be controlled
and thus must be contained.1 There are some who suspect (and periodically
accuse) Washington of already pursuing a containment strategy against
China.2 They are wrong. The United States had a policy of containment
against the Soviet Union. It knows how to build and implement such a
strategy. It does not begin with billions of dollars of direct foreign invest-
ment in the “enemy” to build its economy, enhance the prosperity of its
people, and increase its place in the region and in the world. It does not in-
clude welcoming the “enemy” into regional economic and security forums
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and giving its adversary a prominent seat at its table. It does not include de-
scribing the “enemy” in the White House’s 2006 National Security Strategy
(NSS) as a “regional partner,” further noting that “the United States will
welcome the emergence of a China that is peaceful and prosperous and that
cooperates with us to address common challenges and mutual interests.”3

Is Washington hedging its bets? Is it concerned that, efforts to engage and
help in the development of China notwithstanding, Beijing may decide to
become more confrontational once it becomes more powerful? Of course,
as the 2006 NSS notes, “Our strategy seeks to encourage China to make the
right strategic choices for its people, while we hedge against other possibil-
ities.”4 But no blocs have been formed against China as part of this “hedg-
ing” strategy. All the significant multilateral organizations in East Asia today
have China as a central member, and America’s bilateral alliances in East
Asia are not directed against China or any other country, and they are not
likely to be focused in this direction, unless and until Beijing takes actions
that directly threaten the national security interest of the United States and
its allies.

U.S. strategy toward a rising China seems based on the premise that
China can, and wants to, play a constructive role in the emerging new world
order. Ideological differences (especially as they pertain to individual free-
doms) and the potential for conflict over Taiwan (more on this later) raise
the possibility of conflict, as does a lack of clarity about how China itself
sees its future role in the region and in the world. Does China see itself as
the Germany of the first half of the twentieth century (which rose twice,
each time with unhappy results)—or the Germany (or Japan) of the second
half of the twentieth century, which rose responsibly to become a full part-
ner, with considerable encouragement and assistance from the United
States? A future leadership, not yet known by us or by most Chinese, will
likely make that determination. U.S. policies, like those of China’s neigh-
bors, are aimed at encouraging, if not guiding or influencing, the most pos-
itive outcome, without being so naive as to recognize that, like confronta-
tion, full cooperation is also not inevitable.

Much has been written about the “so-called China threat,” to borrow Bei-
jing’s self-description, and China’s impressive military expansion and mod-
ernization efforts have been well documented.5 But the fact remains that,
relative to the United States, the People’s Liberation Army (PLA) is still sev-
eral generations behind and the gap is not likely to close anytime soon.
China’s army may be the largest in Asia (or in the world, for that matter)
but it is not the most capable. That moniker must go to Japan, at least in
terms of self-defense capabilities—Japan does not possess offensive
weapons systems.6 Even the Pentagon, which is frequently accused of mag-
nifying the Chinese threat, assesses that “China does not yet possess the
military capability to accomplish with confidence its political objectives on
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the island,” (i.e., successfully invade or even fully blockade Taiwan) and
that “China will take until the end of this decade or later to produce a mod-
ern force capable of defeating a moderate-size adversary.”7

The net result of China’s rise has been an increased interest among
China’s neighbors to bandwagon with China while also hedging their bets
by drawing themselves more closely to the United States. It is also not co-
incidental that ASEAN’s growing interest in improving ties with India coin-
cided with China’s rise. Given the gradual nature of China’s rise, and the
clear strategy in China of conducting itself (with the exception of relations
with Taiwan) in a manner that downplays the threat and focuses on bilat-
eral and regional cooperation,8 there is every reason to believe that regional
equilibrium can be maintained despite China’s rise, as long as the United
States remains engaged in Asia, and no reason to believe that the United
States will do otherwise, given its growing economic, political, and security
interests in East Asia.

The Taiwan Imbroglio

A few words are in order regarding the main (but not only) bone of con-
tention between the United States and China, namely Taiwan. Beijing has a
one-China principle; Washington has a one-China policy. Therein lies the dif-
ference. Beijing claims that “there is only one China in the world. Both the
mainland and Taiwan belong to one China. China’s sovereignty and territorial
integrity brook no division.”9 In Beijing’s eyes, Taiwan is the last lingering bat-
tle of the Chinese civil war, a “renegade province.” Reunification is the only op-
tion; peaceful reunification is much preferred, but the use of force cannot be
ruled out and may be necessary if “possibilities for a peaceful reunification
should be completely exhausted.”10 Washington does not preclude eventual
unification, if it is the will of the people on both sides of the strait, but can
foresee other alternatives as well. It has clearly announced its opposition to
“unilateral changes to the status quo by either side of the Taiwan Strait,” even
while being careful not to clearly define what constitutes the status quo.11

Taiwan claims the status quo is that it is an independent, sovereign coun-
try. China claims that it is not, but seems prepared to give Taiwan “interna-
tional breathing space” if Taiwan accepts the “one-China” principle. In hap-
pier times, both sides had agreed to “one China, different interpretations.”
This so-called 1992 Consensus allowed cross-strait dialogue for a number
of years but was totally unacceptable to the Chen Shui-bian government in
Taipei.12 The one thing both sides have in common with each other and
with the United States is that no side wants to see conflict across the strait.
This serves no party’s interests. As long as the winner of the March 2008
elections can assure Beijing that he does not seek, and will not actively pur-
sue, de jure independence, the prospects of conflict will remain low. Wash-
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ington will likely continue its policy of ambiguity or dual deterrence, aimed
at persuading Taipei not to take steps that would be construed by Beijing as
crossing the independence “red line,” while putting China on notice that
the use of force could induce an American military response.

One event that would dramatically change the geopolitical landscape in
East Asia would be full reunification between Taiwan and the People’s Re-
public of China (PRC), including the emplacement of PLA bases and forces
on the island. While this is theoretically possible, few in the mainland fore-
cast that this is possible in the near term—Chinese objectives are not aimed
at near-term reunification but at preventing “Taiwan authorities” from pre-
cluding this as an eventual outcome—and fewer and fewer in Taiwan seem
to think it possible (or desirable) at all.

As regards U.S. views, a senior American diplomat said it best off-the-
record: “Any China that Taiwan would willingly and peacefully join would be
a China that would not be seen as threatening to the United States.”13 Pre-
sumably, peaceful reunification requires Beijing’s full embrace of democracy
and ironclad assurances to the people of Taiwan regarding the preservation of
their liberty, culture, and values. This is not likely to happen anytime soon.

Even if the Taiwan situation is peacefully resolved to everyone’s satisfac-
tion (and this does not necessarily or even most likely imply full reunifica-
tion), there would still be political tensions between Washington and Bei-
jing, brought about by different political systems and worldviews and the
necessary adjustments required for a rising power and established power to
peacefully coexist. But without the Taiwan question looming—without the
prospects (however remote) of military confrontation—the remaining chal-
lenges would be much more manageable.

All American presidents since Nixon have followed a deliberate policy of
engaging China and encouraging it to play a constructive role in the world.
Whether or not China lives up to America’s definition of what constitutes a
“responsible stakeholder” remains to be seen,14 but one cannot help but be
distressed by Beijing’s actions in defense of countries like Myanmar, Sudan,
or Zimbabwe in the name of “non-interference.” Despite these differences,
Sino-U.S. relations have been and will likely remain on a generally positive
track because both sides understand it is in their respective national inter-
est to keep it that way.

The Rise of Japan

Japan is coming of age, but not without considerable growing pains. It has
long been a major global economic power, but until recently had deliber-
ately been a unidimensional power, forgoing offensive military capabilities
and limiting its international involvement in large part to support of broader
U.S. activities. This is changing. Japanese officials now openly discuss the po-
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tential utility of power projection forces, although Tokyo has not yet begun
to pursue such weapons systems. More to the point, Tokyo is becoming more
geopolitically active (and proactive). Tokyo is aggressively seeking a perma-
nent seat on the United Nations Security Council (with Washington’s back-
ing). It has put “boots on the ground” in Iraq, albeit only after active warfare
had concluded and in a non-combat role, and it is actively providing non-
combat maritime support (primarily refueling services) to coalition forces
working to further stabilize Afghanistan.15

As new generations strive to finally put the past behind them, Japan is
poised to become a “normal” country, contributing to security dialogues
and peacekeeping operations. Unfortunately, the history issue keeps com-
plicating matters and the actions of the Koizumi administration (now
twice-removed), especially as regards visits to Yasukuni Shrine, created con-
siderable ill will between Japan and its East Asia neighbors, especially the
Koreas and China.16 Japan will never be able to move forward if it keeps
looking backward, trying to reinvent or reinterpret the past, rather than
stressing Japan’s outstanding contributions to peace, stability, and prosper-
ity over the past sixty years. Current prime minister Fukuda understands
this, as did his ill-fated, short-lived predecessor, Prime Minister Abe, who
began moving Sino-Japanese relations in the right direction during his Oc-
tober 2006 “ice-breaking” visit to China.17

There is a serious misperception in East Asia that Washington encourages
or somehow benefits from or enjoys seeing hostile relations between Tokyo
and Beijing. Nothing could be further from the truth. It is in Washington’s in-
terest to see Asia’s two primary powers cooperating toward common goals of
peace and prosperity. This complements Washington’s “positive engagement”
strategy and helps to create a Sino-Japanese economic interdependence that
raises both the cost of conflict and the prospects of future cooperation.18

Korea Peninsula Challenges

While a still divided Korea is not “rising” in the same sense as its neigh-
bors, few spots in Asia can have as important an impact on regional secu-
rity dynamics as the Korea Peninsula. North Korea has the fourth-largest
military in the world (behind China, the United States, and India and
ahead of Russia)19 and has demonstrated at least a rudimentary nuclear ca-
pability (while claiming much more).20 South Korean forces are somewhat
smaller but still rank sixth in the world and are deemed to be more capable
and ready.21 More importantly, they are complemented by roughly twenty-
eight thousand U.S. Korea-based forces under the world’s most integrated
Combined Forces Command.22

It would be foolhardy to try to describe the current dynamics associated
with the attempts by Washington and its Six-Party Talks interlocutors—
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North and South Korea, China, Japan, and Russia—to bring about the Ko-
rea Peninsula denuclearization that all agreed to in principle on September
19, 2005.23 The six-party process itself will be examined below, in address-
ing “ad hoc multilateralism.” It is important to note here, however, that the
December 2007 election of the more conservative Liberal Democratic Party
candidate Lee Myung Bak as South Korea’s new president in February 2008
increases the prospects of Washington and Seoul speaking with one voice
in dealing with Pyongyang. If nothing else, this should ease some of the
tensions that have existed between the two allies under the more liberal
Roh Moo Hyun administration, although Pyongyang’s ability to drive
wedges between Washington and Seoul (or between either and the other
six-party participants) should not be underestimated.24

Conventional wisdom is that Korea’s immediate neighbors, especially
Japan and China, are not eager to see Korean reunification, each for its own
specific reasons.25 Tokyo worries that a unified Korea might see Japan as its
“natural enemy.” Beijing worries that a unified Korea, under Seoul’s rule and
with the Republic of Korea (ROK)–U.S. security alliance still intact, would re-
move its current buffer and could place a U.S. ally (and potential future U.S.
military bases) closer to its borders. If, however, the choice is between a re-
unified Korea Peninsula (under Seoul) or a divided peninsula with an in-
creasingly belligerent and nuclear weapons–equipped Democratic People’s
Republic of Korea (DPRK), the former may be seen as a far more attractive
choice, something that should give Pyongyang cause for pause.

As was the case between Tokyo and Beijing, tensions between Seoul and
Tokyo are likewise disconcerting to Washington. Both alliances—the U.S.-
Japan alliance and the U.S.-ROK alliance—suffer when the third leg of this
important triangle is weak. Conversely, when all three cooperate—as we have
seen in the past through the Trilateral Coordination and Oversight Group
(TCOG)—the cause of peace and stability is well served. When a South Ko-
rean president says on the one hand that he wants to be a balancer between
China and Japan and on the other declares “diplomatic war” on Tokyo, this
makes it virtually impossible for the former role to be usefully played.26

With new leadership both in Tokyo and in Seoul, an opportunity existed
in 2008 to have a fresh start. Prime Minister Fukuda has pledged not to visit
Yasukuni Shrine, and incoming ROK president Lee Myung Bak has attached
a high priority in restoring and rebuilding good relations between Seoul
and both Tokyo and Washington, as well as with Beijing.

The Rise of India

India lies outside East Asia, but its rise has implications for the region and
it has a role to play there. While India has the world’s fourth-largest military
force, complete with nuclear weapons and power projection forces,27 it is
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neither seen, nor attempts to portray itself, as a military power in Asia. Its im-
pact is more political and perhaps psychological; it is, after all, “the world’s
largest democracy” and rivals China both in size and in economic potential
(although more so in the former than in the latter).

On the plus side, we see India engaging with ASEAN and its other East
Asia colleagues through the ASEAN Regional Forum (ARF) and the East Asia
Summit (EAS). On the negative side, it has thus far chosen not to use its
limited influence over Myanmar (Burma) in a way that might promote po-
litical reform in that beleaguered nation. New Delhi also seems determined
to have “strategic partnerships” with everyone.28

It is not too much of an exaggeration that on Monday, Wednesday, and
Friday, India seems intent on cooperating with the United States and on be-
ing part of an emerging alliance of democracies, promoting multilateral co-
operation (including defense cooperation) with Japan, Australia, and the
United States, while on Tuesday, Thursday, and Saturday, New Delhi further
enhances its strategic relations with Beijing and Moscow, aimed at prevent-
ing a unipolar world. While others may dream of playing an “India card” in
the East Asia geopolitical game (recall that ASEAN brought India in as a di-
alogue partner and ARF member largely as a counterweight to China), New
Delhi does not see itself as a “card” in anyone’s deck. Nonetheless, a rising
India must be factored into the geopolitical equation, and its rise, along
with Japan’s, gives context and perspective to China’s rise.

Does Russia Still Matter?

It would be wrong to totally ignore Russia in the Asian geopolitical equa-
tion. As Russians are quick to remind, the two-headed eagle on the Russian
crest points east and west; Russia is an Asian as well as a European power,
even if its focus seems pointed more toward the Atlantic and its own vul-
nerable south than East Asia in recent years. Nonetheless, Russia is a mem-
ber of the Six-Party Talks (there at Pyongyang’s request), is an ASEAN dia-
logue partner, and participant in many of the regional multilateral
organizations, including the Asia-Pacific Economic Cooperation (APEC)
“gathering of economies” and the ASEAN Regional Forum. President Putin
has also been knocking at the door of the East Asia Summit, but thus far,
no one is answering. It also has the world’s fifth-largest military, even if its
Pacific-based forces are a shadow of their former selves.29

Russia has a long-standing “strategic partnership” with China and to-
gether with Beijing helped form the Shanghai Cooperation Organisation in
2001.30 The SCO, which brings Russia and China together with four Cen-
tral Asian states (Kazakhstan, Kyrgyzstan, Tajikistan, and Uzbekistan), is fo-
cused on promoting confidence and cooperation among its members and
neighbors—India, Iran, Mongolia, Pakistan, and Turkmenistan are ob-
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servers—while fighting “terrorism, splittism, and extremism” in the region
and globally. While the SCO held its first military counterterrorism exercise
in 2007, it is more a political, economic, and cultural than strictly security
organization and should not be seen as a military alliance in the sense of
NATO or any other Western definition of the term.31

The SCO also helps mask tensions between Moscow and Beijing over what
the Russians call their “near abroad,” the territory that had been an integral
part of the former Soviet Union and which Moscow would like to remain in
its immediate sphere of influence. The prospects of a twenty-first-century
“Great Game” between Beijing and Moscow for influence in Central Asia,
plus other historical avenues of mistrust and the fact that both Beijing and
Moscow value good relations with Washington at least as much as they do
with one another, provides limits to the utility of this strategic partnership.32

The Rise of ASEAN

The Association of Southeast Asian Nations was established in August
1967 to accelerate economic growth, social progress, and cultural develop-
ment in the region and to promote regional peace and stability in the wake
of the U.S. withdrawal from Vietnam.33 In 2007, in marking its fortieth an-
niversary, it established its first formal Charter, making it a “legal entity”
and bringing the ten states more closely together.34 Even after forty years,
however, it is more a political and economic than security-oriented organi-
zation. In 2003 ASEAN established an ASEAN Community comprised of
three pillars—an ASEAN Security Community, an ASEAN Economic Com-
munity, and an ASEAN Socio-Cultural Community—but this is still in 
an embryonic state.35

ASEAN’s real contribution to regional security is in its role as the self-pro-
claimed driving force behind East Asia community-building efforts and be-
hind many of the region’s key multilateral cooperative mechanisms, and es-
pecially (in terms of regional security) the ASEAN Regional Forum, which
will be discussed in more detail shortly.

U.S. STRATEGY AND MILITARY ALLIANCES

Having looked at changing dynamics within the region, we turn now to
America’s bilateral security alliances before discussing emerging regional se-
curity arrangements. Robert Sutter’s chapter has already outlined the spe-
cific alliances—with Australia, Japan, South Korea, the Philippines, and
Thailand—and discussed some of the specific challenges Washington faces
in sustaining these relationships. In this section, I will look at the role of al-
liances and American security strategy in East Asia more broadly.
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During the George H. W. Bush and Clinton administrations, the Penta-
gon produced a series of “East Asia Strategy Reports” outlining U.S. security
strategy in East Asia and the central role of Washington’s East Asia alliances
in underpinning this strategy. The George W. Bush administration did not
continue this particular series of publications but continues to underscore
that the United States “is a Pacific nation, with extensive interests through-
out East and Southeast Asia.”36 The latest Bush administration National Se-
curity Strategy further states that “the region’s stability and prosperity de-
pend on our sustained engagement: maintaining robust partnerships
supported by a forward defense posture, supporting economic integration
through expanded trade and investment, and promoting democracy and
human rights.”37

Expanding upon this official description, Gerald Curtis has identified the
core features of U.S. East Asia policy as “an emphasis on alliances with
Japan and South Korea and deepening economic and political relations
with China, support for the status quo in the Taiwan Strait, a frustrating ef-
fort to get North Korea to give up its nuclear weapons and an ambivalent
attitude toward East Asian regionalism.”38 He argues that these are unlikely
to change in the foreseeable future. Curtis further identifies Washington’s
“remarkably durable” and consistent U.S. objectives in East Asia as “pre-
venting any country from establishing a hegemonic position, structuring a
‘hub and spokes’ arrangement of alliances that facilitates the deployment of
American military power in the region and beyond, and encouraging eco-
nomic openness through trade and capital liberalization.”39 While this au-
thor finds the references to “hub and spokes” unhelpful—all countries see
themselves as the hub in describing respective foreign policies, but when
used in the American context, it is usually associated with American unilat-
eralism—Curtis is probably right when he says “there is no reason to be-
lieve that this strategy faces a major overhaul.”40

Curtis’s description coincides nicely with the views of U.S. Asia strategy
and the central role played by friends and allies outlined by the current
commander of the U.S. Pacific Command, Admiral Timothy Keating, in an
address to a Center for Strategic and International Studies audience in
Washington, D.C., in August 2007.41 The role of alliances is further under-
scored by Rear Admiral (retired) Michael McDevitt’s comprehensive analy-
sis of “The 2006 Quadrennial Defense Review and National Security Strategy,”
in which he concludes that the “continued military bases in East Asia to sus-
tain U.S. military power overseas, along with the mutual security alliances
that make them possible” constitute one of the “fundamentals” of U.S.
strategy in East Asia.42

This is not expected to change. In their forward thinking and bipartisan
prescription for American “smart power,” former Bush administration
deputy secretary of state Richard Armitage and former Clinton administra-
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tion assistant secretary of defense Joseph Nye identify alliances, along with
partnerships and multilateral institutions, as “the foundation to address
global challenges.”43 They describe Washington’s existing alliance network
as a “force multiplier” and as one of the best guarantees against “bandwag-
oning” against the United States.44 Regardless of which party comes to
power in 2009, the U.S. alliance network in East Asia is likely to continue
to play a central role in American East Asia security strategy; greater U.S. in-
volvement in, and support for, regional multilateralism also appears in the
cards, if Armitage and Nye’s advice is heeded.

EMERGING MULTILATERAL MECHANISMS AND ASIA
COMMUNITY-BUILDING EFFORTS

This final section provides a brief review of selected key institutionalized
and ad hoc security-related multilateral mechanisms and how they impact
regional security dynamics.

The ARF: A Useful but Limited Forum

The twenty-six-member ARF brings together foreign ministers from the
ten ASEAN states plus Australia, Canada, China, the European Union, In-
dia, Japan, Mongolia, Papua New Guinea, Russia, South Korea, North
Korea, New Zealand, and the United States, plus most recently Pakistan
(since 2004), Timor-Leste (2005), Bangladesh (2006), and Sri Lanka
(2007), for annual security-oriented discussions. While initially focused
exclusively on East Asia, the introduction of more South Asian members
in recent years should be ringing warning bells about the ARF’s future fo-
cus and effectiveness. Broadening its membership reduces the ARF’s at-
tractiveness as a framework for East Asian or Asia-Pacific community
building.

Various ARF study groups (called Inter-Sessional Support Groups or
ISGs) have provided a vehicle to move multilateral security cooperation for-
ward in areas such as preventive diplomacy, enhanced confidence building,
counterproliferation, and maritime (including search and rescue) coopera-
tion, all of which help promote greater transparency and military-to-mili-
tary cooperation. Most importantly, since September 11, 2001, the ARF has
helped focus regional attention on, and has served as an important vehicle
for practical cooperating in, fighting terrorism and in countering the prolif-
eration of weapons of mass destruction (WMD).45

Generally speaking, the ARF seems well suited to serve as the consoli-
dating and validating instrument behind many security initiatives pro-
posed by governments and at non-official gatherings and has become a
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useful vehicle in the war on terrorism. But its contribution to the regional
security order remains somewhat constrained. For example, Taiwan has not
been permitted to participate, and Beijing has insisted that “internal Chi-
nese affairs” not be on the agenda, effectively blocking ARF discussion of
cross-strait tensions despite their obvious broad regional implications. The
Chinese have even been reluctant to address conflicting claims in the South
China Sea at the ARF, insisting instead on separate talks with ASEAN or with
the other claimants on an individual basis.

Few expect the ARF to solve the region’s problems or even to move rap-
idly or proactively to undertake that mission. The agreement to “move at a
pace comfortable to all participants” was aimed at tempering the desire of
more Western-oriented members for immediate results in favor of the “evo-
lutionary” approach preferred by the ASEAN states, which all too often
seems to see the process as being as (or more) important as its eventual sub-
stantive products.46 The Asian preference for “non-interference in internal
affairs” also has traditionally placed some important topics essentially off-
limits, although this may be changing (witness ASEAN’s increased willing-
ness to comment on Myanmar’s domestic politics). Nonetheless, the evolu-
tion of the ARF from a confidence-building measures “talk shop” to a true
preventive diplomacy mechanism (as called for in its 1995 Concept Paper)
promises to be a long and difficult one.47

APEC: Cautiously Testing the Security Waters

APEC is first and foremost a “gathering of regional economies”—it is not
referred to as a gathering of states or governments due to the presence in its
ranks of Hong Kong and Taiwan.48 While primarily aimed at managing the
effects of growing economic interdependence, APEC has had an important
political and security role as well, especially since the 1993 Seattle meeting
when then U.S. president Bill Clinton invited the APEC heads of state and
government to the first of what have now become regular annual Leaders’
Meetings designed to elevate the importance of this economic gathering.49

The Leaders’ Meetings have become an important vehicle for fostering po-
litical relations in addition to raising the level of economic dialogue and
putting pressure on the region’s leaders (and especially the host state) to
move the process forward.

For example, APEC 2001 provided an important venue for President
Bush to explain Washington’s war on terrorism to his Asian colleagues and
to garner their support. In addition to the usual annual APEC Leaders’ De-
claration, the assembled leaders also issued an APEC Leaders’ Statement on
Counter-Terrorism—the first political document to be issued in APEC’s
thirteen-year history—which unequivocally condemned the September 11
attack and deemed it “imperative to strengthen international cooperation at
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all levels in combating terrorism in a comprehensive manner.”50 This was
considered a real victory for President Bush and no doubt helped to in-
crease APEC’s relevance in his eyes.

The APEC Shanghai meeting also provided President Bush with his first
opportunity to meet directly with Chinese president Jiang Zemin, which
helped to end the downward slide in Sino-U.S. relations under way since
Bush’s inauguration (and especially after the collision between a U.S. re-
connaissance plane and a Chinese jet fighter over the South China Sea in
April 2001). The two leaders were able to put the relationship back on track,
aided by China’s willingness to cooperate in the battle against terrorism.51

Security matters continue to be discussed at the APEC Leaders’ Meeting, not
to mention at the numerous side summits that normally accompany this
gathering.

President Bush met jointly with the seven ASEAN members of APEC
along the sidelines of the 2005 APEC Leaders’ Meeting, in what constituted
his first-ever U.S.-ASEAN Summit. Both sides expressed a desire to make
this a regular event, and President Bush met with the “ASEAN Seven” again
in November 2006 along the sidelines of the Hanoi APEC Leaders’ Meeting
and again in September 2007 in Sydney.52

Politics and security issues aside, APEC still is, first and foremost, aimed
at promoting free trade and economic cooperation. Nonetheless, the as-
sembled leaders also address terrorism and non-proliferation-related issues
and also issue statements dealing with non-traditional security concerns,
such as pandemic disease, natural disasters, and ensuring reliable supplies
of energy.

As long as APEC provides a useful venue not only for the promotion of
free trade but also for fighting the war on terrorism, we can expect that
Washington will continue to be an active player. However, as with the ARF,
it will remain more suited to talking about security problems than to actu-
ally helping to implement solutions. In addition to the usual drawbacks as-
sociated with East Asian multilateralism, APEC has the added “problem” of
including Taiwan. Rather than using this venue as a vehicle for incorporat-
ing Taiwanese views and concerns into the regional security debate in a
quasi-non-governmental setting, Beijing has tried to block any substantive
security-oriented activities and to further isolate Taiwan from the dialogue
process.

While Washington and many of its regional allies (especially Australia
and Japan) attach great importance to APEC (and secondly to the ARF),
many in ASEAN and others among its neighbors (especially China) seem to
be placing more emphasis and value on East Asia sub-regional (as opposed
to broader Asia-Pacific) institutions and community-building efforts, such
as ASEAN � 3 (APT) and the East Asia Summit (EAS), which do not include
the United States.
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ASEAN � 3 and the East Asia Summit

While Washington focuses on ad hoc initiatives and Asia-Pacific regional-
ism, the states of East Asia have continued their community-building efforts.
In December 2005, Malaysia convened the first East Asia Summit. It should
be noted that the EAS was not the only summit taking place in Kuala Lumpur
at that time. ASEAN leaders also met among themselves, with their � 3 part-
ners (China, Japan, and South Korea), and in individual ASEAN � 1 meet-
ings with their Australian, New Zealand, and Indian counterparts. This was
the second time that Canberra and Wellington and the third time that New
Delhi participated in this conclave. Russian president Vladimir Putin also ap-
peared on the ASEAN summit scene for the first time, conducting his first
ASEAN � 1 dialogue.53 He was also invited to meet with, but not to officially
join, the other sixteen assembled leaders at the first annual EAS.54 The second
so-called ASEAN � 3 � 3 EAS meeting took place in January 2007 in Cebu
with the sixteen core members (sans the Russians).55 The same group partici-
pated in the third EAS in Singapore in November 2007.56

Still undefined after three meetings is how the EAS (or the APT, for that
matter) will interact with broader regional organizations such as APEC or the
ARF. To its credit, the Chairman’s Statement from the second EAS “confirmed
our view that the EAS complements other existing regional mechanisms, in-
cluding the ASEAN dialogue process, the ASEAN Plus Three process, the ARF,
and APEC in community building efforts.”57 Details as to how these various
efforts will mesh or work together are still lacking, however. The Chairman’s
Statement did note that in doing its work, “our officials and the ASEAN Sec-
retariat will use existing mechanisms to facilitate the implementation of [pri-
ority] projects,” again underscoring that the EAS was not going to develop a
life of its own but would remain under ASEAN and APT.

How the EAS relates to the region’s other multilateral organizations and
initiatives—both institutionalized (like the ARF and APEC) and ad hoc
(like the Six-Party Talks and Proliferation Security Initiative)—will also be a
key factor affecting Washington’s attitude, as will its adoption of global
norms, especially in the areas of counterterrorism and counterproliferation.
Will the EAS (or APT) reinforce or dilute these efforts? Will it help regional
states more effectively address growing transnational challenges . . . or pro-
vide another excuse for avoiding such efforts? The answers to these ques-
tions will help determine Washington’s attitude toward the EAS and any
subsequent East Asian Community.

Ad Hoc Multilateralism

If Washington has only limited confidence in institutionalized multilat-
eral mechanisms, it is developing a clear preference for ad hoc or tailored
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multilateralism aimed at a specific task or objective and comprised of a
“coalition of the willing.” The multinational force assembled for the war in
Iraq provides one example, as does the global Proliferation Security Initia-
tive (PSI) or the regional Six-Party Talks.

Proliferation Security Initiative

The PSI was first laid out in a speech by President Bush in May 2003
and formalized at an eleven-nation meeting (involving Australia, France,
Germany, Italy, Japan, the Netherlands, Poland, Portugal, Spain, the UK,
and the United States) in Madrid a month later.58 It is “a global initiative
with global reach,” under which coalition members have agreed “to
move quickly on direct, practical measures to impede the trafficking in
weapons of mass destruction (WMD), missiles, and related items.”59 As
such, it is clearly “task oriented.” It represents cooperation for a specific,
clearly defined purpose, as opposed to dialogue for dialogue’s sake or in
support of more generic objectives. In September 2003, in Paris, the
eleven core participants agreed on a Statement of Interdiction Principles
“to establish a more coordinated and effective basis through which to
impede and stop [WMD] shipments . . . consistent with national legal
authorities and relevant international law and frameworks, including the
UN Security Council.” Over seventy nations have expressed support for
these principles.60

Other major Asia-Pacific participants beyond the initial PSI core group
include Canada, the Philippines, Russia, and Singapore. Others, like China
and South Korea, claim they support the PSI’s objectives but have refrained
from directly participating, in part due to North Korean objections.61 PSI
participants have conducted numerous air, ground, and (mostly) sea inter-
diction exercises to develop and demonstrate its capability to prevent illicit
trafficking in nuclear weapons and fissile material. Its most widely ac-
knowledged success was the interception of the BBC China en route to Libya
with a shipment of centrifuges, an action that reportedly convinced Libyan
leader Mu‘ammar Gadhafi to come clean about his clandestine nuclear
weapons programs.62

PSI participants are hesitant to discuss actual interdiction operations,
citing security reasons. Nonetheless, U.S. undersecretary of state for arms
control and international security Robert Joseph declared that between
April 2005 and April 2006, over two dozen successful interdiction opera-
tions had taken place, specifically asserting that PSI cooperation had
stopped the export of controlled equipment, dual-use goods, and heavy
water–related equipment to Iran during this period.63 Joseph referred to
the PSI as “an important organizing factor” in Washington’s overall coun-
terproliferation effort.
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Six-Party Talks

The best example of task-oriented ad hoc multilateral cooperation in
Northeast Asia is the Six-Party Talks, established by Washington to deal with
the specific issue of denuclearization of the Korea Peninsula. The talks were
also intended, and served, to multilateralize what many initially viewed as
a bilateral U.S.-DPRK problem.

The creation of the six-party process may represent one of the Bush ad-
ministration’s finest diplomatic hours.64 This initiative draws from the les-
sons learned during the 1993/1994 North Korea nuclear crisis, where—de-
spite close coordination and consultation—Washington was widely
perceived as unilaterally cutting a deal with Pyongyang before sticking
Seoul and Tokyo with the bill. While Pyongyang argued for bilateral con-
sultations (and a separate U.S.-DPRK non-aggression pact), Washington
rightfully insisted this time that participation by Seoul and Tokyo was “es-
sential.” It also acknowledges the important role that China, and to a lesser
extent Russia, must play if multilateral security guarantees are to be part of
the final solution (as most would agree they are). Finally, the Bush admin-
istration recognized and tried to work around Pyongyang’s strategy of try-
ing to play all sides against one another by presenting different, conflicting
messages depending on the audience.65

The creation of the Six-Party Talks mechanism provides a framework for
broader Northeast Asia multilateral cooperation in the future. If the talks
eventually succeed, most parties agree that a more formalized mechanism
must evolve in order to implement the agreement, provide necessary secu-
rity assurances, and monitor compliance, as well as facilitate whatever aid
packages are associated with the final accord. If the talks fail, some (this au-
thor included) would argue that there will be an even greater need for some
form of institutionalized cooperation in order to manage the danger posed
by a nuclear weapons–equipped North Korea, if the other parties are pre-
pared for this level of cooperation. If and how the six-party mechanism
transitions into a more institutionalized Northeast Asia forum will help de-
termine the degree of future security cooperation in this East Asia sub-re-
gion and Washington’s involvement in it.

CONCLUSION

Regional security dynamics have been, are, and will likely to continue to be
in a state of flux, brought about by the simultaneous rise of China and
Japan within East Asia and India along its periphery and by emerging secu-
rity (and economic-oriented) multilateral mechanisms that have at least a
limited role to play in promoting peace and security in the region. The
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United States welcomes Japan’s and India’s rise and is supporting, while
cautiously observing, China’s re-emergence in Asia and globally, hoping for
and counting on the best, even as it hedges against less favorable outcomes.
It also supports regional multilateral efforts such as APEC and the ARF, in
which it actively participates, and has voiced no strong objection to sub-re-
gional gatherings such as the APT and EAS which currently geographically
exclude the United States. It also supports, indeed often initiates, ad hoc
multilateral efforts aimed at dealing with specific challenges, such as the PSI
and Six-Party Talks, focused on countering the proliferation of weapons of
mass destruction.

These “coalitions of the willing” supplement the existing network of
American bilateral security alliances. Together, they help ensure a continued
central role for the United States in preserving peace and stability in East
Asia, even as other players and institutions rise to play a more meaningful
support role. Assuming that Washington continues to use its hard and soft
power smartly, the United States appears destined to continue to play a
leading role in East Asia security, even as it supports and urges the nations
of the region to contribute more, and more effectively, to their own security.
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VII
CONCLUSION





As the preceding chapters have shown, international relations in Asia are
fluid, and they have yet to settle into a clear pattern or order. By “order” I
mean a situation in which there is broad agreement among the players
(mainly states) about the basis for conduct among them. The agreement
may be the product of a variety of sources: one state exercising hegemony,
a balance of power, a concert of powers, or a security regime. It also re-
quires, at a minimum, that there should be agreement about the norms of
coexistence between the different states.1 The United States may still be the
primary power, but the use of that power is increasingly circumscribed—
partly by the rise of China and the uncertainties of politics within and
among the Asian states, and partly by the distraction caused by American
commitments in the Middle East and in the more general war against ter-
ror. However, no other great power is able to replace the American role as
the generator of Asian strategic stability or as the provider of the economic
public goods, which have facilitated the remarkable economic growth of
the Asian economies.

In order to peer into the future of Asian international relations, I shall
first sketch out the main characteristics of the current order and the main
forces that are promoting change. Unfortunately, none of the main theories
of international relations by itself can successfully identify and explain the
interactions between the various developments and characteristics of the
current situation in Asia. Therefore I shall follow an eclectic approach to ex-
amine relations among the great powers, the significance of the lesser pow-
ers, and, finally, the uncertainties of domestic politics. I shall conclude by
looking ahead to possible developments in the near future.
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Much depends on which theoretical lens is used to look into the future.
The three principal international relations (IR) theories—Realism, Liberal-
ism, and Constructivism—each emphasize different elements of the re-
gional order. A Realist sees a region that is increasingly shaped by conflict
or incipient conflict centering especially upon the challenges to the United
States posed by the rise of China. But Realists differ on whether that would
lead to military conflict, or whether the United States would be able to ac-
commodate China’s rise and the attendant redistribution of power.2 A Lib-
eral view would point to the extent of cooperation between the Asian states,
especially as institutionalized in regional groupings, and their deepening
economic interdependence to develop a workable system of cooperative se-
curity.3 But the Liberal approach has failed to explain why economic inter-
dependence between the Asian states has not resulted in the elimination of
the distrust between them.4 Relations between China and Japan may be
seen as a prime example of the weakness of the Liberal School. As Amitav
Acharya’s chapter demonstrates, a Constructivist vision would point to the
significance of norms, culture, identity, and the interactions between states
and societies as providing the momentum through regional institutions
that are leading toward larger areas of cooperation between Asian states.
Yet, other readings of Asian cultures suggest greater diversity than com-
monality. There is room for disagreement as to how to understand the cul-
ture of an individual country—consider, for example, the divergent inter-
pretations of the relatively harmonious Chinese culture. Some emphasize
concepts of harmony associated with Confucianism, while others see Chi-
nese strategic culture as based on Realism.6

Since none of the three main theories of international relations—Real-
ism, Liberalism, or Constructivism—are sufficient in themselves to provide
an adequate explanation of the dynamics that are reshaping the current pat-
terns of international relations in Asia, I shall use an eclectic analytical ap-
proach.

MAJOR POWER RELATIONS IN TRANSITION

The international relations of Asia are in a period of transition. The United
States may still be the predominant power that provides the public goods
that have facilitated the rapid economic growth of most of the Asian states,
which has dramatically increased their weight in international affairs. But
in part because of that, American predominance is being challenged by the
rise of major powers in the region. The question of America’s relative de-
cline is much debated in Asia and in the United States itself. In particular,
the evolving relations between China and the United States are raising new
questions for Washington’s allies and friends. As the chapter by Hugh White
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points out, Australia (perhaps America’s most reliable ally in the Asia-Pa-
cific) would prefer to see the United States adopt a “more modest role” that
would not require Australia to side with the United States against China. At
the same time, relations between the Asian great powers—China, Japan,
and India—are developing their own dynamics as they simultaneously
compete and cooperate with each other. The pattern that emerges from such
an analysis approximates what many Chinese scholars depict as “one su-
perpower, many powers” (yi chao, duo qiang).

A further feature of the emerging new Asian order is the significance of
smaller and medium powers, both individually and as part of sub-regional
groupings. As the chapter by Martha Brill Olcott on Central Asia illustrates,
it is not only the great powers, China and Russia, who take initiatives that
shape and determine the development and evolution of this sub-region,
but lesser powers such as Kazakhstan can do so as well. In a different way,
the states of Southeast Asia have played a significant part in shaping the
conduct of international relations of their sub-region and perhaps of Asia
as a whole. Through ASEAN (Association of Southeast Asian Nations) they
have determined the distinctive mode of the operations of the regional in-
stitutions. Its norms of procedure by consensus and non-interference have
not only facilitated China’s absorption into regional multilateral institu-
tions, but they have formed the basis for the operations of all the other re-
gional institutions. Moreover, in the absence of trust between the regional
major powers, the lesser powers like ASEAN have filled the void to address
many regional problems.

Finally, it is important to consider the uncertainties caused by the unpre-
dictable character of the domestic politics in most Asian states. Few gov-
ernments can assume the durability of their political systems. The effects of
rapid economic growth and the impact of globalization, which may be wel-
comed for their economic benefits, are also potentially destabilizing. Just as
elsewhere in the world, domestic and international developments interact
with each other in new and uncomfortable ways. As the chapter on Japan
by Michael Green demonstrates, even such a highly developed state is still
grappling with the problems of asserting an independent identity in under-
going a process of modernization whose genesis goes back to the early en-
counters with an imperialistic West. This is still true of most if not all of the
Asian states.

American Primacy

Major power relations in Asia revolve around the United States, China,
Japan, India, and occasionally Russia (sometimes Europe as a fifth power).
It is true that the United States has been weakened by its wars in Iraq and
Afghanistan and by the decline in its prestige, but as Robert Sutter has argued
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in his chapter in this volume, the United States remains “the most impor-
tant power in the [Asian] region,” and there is no other power or organiza-
tion in the region that is “remotely able, much less willing” to provide the
security guarantee and economic public goods that underpin what Sutter
calls “U.S. leadership in the region.” The United States also has the advan-
tage of being the only major power that does not have territorial disputes
with others in the region.

Attempts to establish some kind of counterbalance to American primacy
have failed to materialize—at least to date. Russia and China, with or with-
out India, have from time to time suggested that they may work together to
counter what they regard as American hegemony, but so far to little effect.6

However, American primacy does not mean that the United States is able
to lay down the law to others or to impose its will on others, let alone the
major regional powers. The George W. Bush administration, for example,
was unable to bring sufficient pressure to bear on China to revalue its cur-
rency, or even to dissuade relatively tiny Taiwan from conduct that (in the
American view) threatened the island’s security (even though Taiwan is to-
tally dependent on the United States for its existence). In fact, even the Bush
administration found that, despite its early rhetoric in favor of acting uni-
laterally, it needed to work with others in Asia in order to try and achieve
its objectives, whether in the “war against terror” or in trying to persuade
North Korea to abandon its nuclear program.

Even as the United States has taken steps to upgrade its alliances and to
strengthen its military relations with strategic partners in the region, it is
finding that its relations with its regional allies are becoming more complex
and conditional. For example, the United States could not necessarily rely
on the support of its allies in the event of a confrontation with China. As
the chapters in this volume on Korea, Japan, and Australia indicate, Amer-
ica’s allies do not want to be placed in a position where they have to
“choose” between the United States and China.

Yet the United States remains the “indispensable” power, in soft as well
as in hard power. The tsunami disaster of 2004 demonstrated that America
alone had the necessary maritime resources to provide needed assistance to
the affected countries. In terms of hard power, it is American military power
and diplomacy that ensure that the incipient conflicts of this region do not
break out into military clashes. For example, it is the American alliance with
Japan that assures Japan against possible military encounters with China on
the one hand, while on the other hand simultaneously reassuring China
against the prospect that Japan may once again become an independent
military power able to threaten China. Likewise it is the “insurance” pro-
vided by American naval power that has facilitated the engagement of
China by Southeast Asian states, who as a consequence are less fearful of be-
ing embraced too tightly by China.
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None of the major Asian powers is openly challenging the United
States—not even China. Since the late 1990s China’s diplomacy has delib-
erately sought to avoid open confrontations with the United States. With its
main focus on domestic development, the Chinese government has culti-
vated cooperative relations with all its neighbors—central to that has been
maintaining good working relations with the United States.7

There exists, however, the perception in Asia that America is in decline
and that its prestige and influence have waned. This is difficult to assess.
There have been other times when this has been said of American power
in Asia, only to witness a reaffirmation of continuing American predom-
inance. For example, the American withdrawal from Vietnam in 1974,
and the challenge of Japan in the late 1980s until 1991, were both (in-
correctly) seen at the time as heralding an American regional decline.8

This does not mean, however, that America may not be in relative decline.
Clearly the experience of the George W. Bush administration showed the
limits of American power worldwide and of its need to pursue a policy
of multilateralism rather than unilateralism. Further, there is no ques-
tion that the continuing rapid growth of the Asian economies, especially
those of China and to lesser extent India, is changing the balance of eco-
nomic power in the region. It goes beyond the question of the relative
size of respective GNPs because it affects economic relationships and
how governments calculate their respective national interests. We have
already seen this in the case of Australia, but the fact that China’s trade
with each of America’s major allies and partners in Northeast Asia
(Japan, South Korea, and Taiwan) began to exceed the value of their
trade with the United States in the early years of the twenty-first century
is not without its political consequences, especially as the trade gap con-
tinues to increase.

Not even the Chinese expect Pax Americana in Asia to end anytime soon,
so as to usher in what Beijing sees as a new multipolar order. While Chinese
IR analysts do claim that the turn to multipolarity is inevitable, they have
yet to suggest how long it will be before that new stage is reached. Certainly
they do not expect a significant change before 2020 at the earliest.

American primacy rests on several pillars, among others: the dynamism
of its society, its scientific inventiveness and technological resourcefulness,
the prowess of its economy, and the superior capabilities of its military.
Hence the question of U.S. decline cannot be measured by simple projec-
tions of current economic trends.

More to the point is the question of whether American military force can
prevail in local conflicts in Asia where the costs of victory may be too
high—such as with North Korea—or where it may face insurgencies (as in
Afghanistan) or where the commitment of protagonists in pursuit of what
they may regard as core interests may be more intense than that of the
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United States and where proximity may favor the adversary. Taiwan, for ex-
ample, might be such a case.

American predominance therefore must rest on more than raw economic
and military power. It requires astute diplomacy that seeks to encourage
others (China especially) that it is in their interests to play by the rules of
the existing order that has served them so well. America could play the role
of what might be called the “offshore balancer.” That would require it to
pay heed to the interests and concerns of others, both great and small, even
as it sought to manage relations between them.

The Asian major powers—China, Japan, India, and Russia—have not
combined to balance the power of the United States for at least three rea-
sons. First, they separately need America more than they need each other
and cannot risk alienating Washington. Second, they distrust each other too
much to put their trust in a strategic collaboration of this magnitude. Third,
they have all benefited from the current order. Putin’s Russia may be con-
sidered to be a partial exception as it was less dependent on access to the
American economy and because it sees the United States as its main pro-
tagonist in its current resurgence. Thus Russia has been unhappy with
America’s active encouragement of the former Soviet Republics (Russia’s
near abroad) to democratize and to deepen links with the West. That is per-
haps why Russia has been more visibly active in seeking to persuade China
and India to join it in resisting “hegemonism” (i.e., the United States).

As David Shambaugh’s introductory chapter notes, in practice the rela-
tionships between the major powers may be characterized as a mixture of
cooperation and competition.9 This is particularly true of China’s relation-
ships with Japan and India and to a lesser extent with Russia. China is seen
as the main rising power that is increasing its political influence alongside
its growing economic interactions and the rapid modernization of its
armed forces. Ostensibly, other Asian states, both large and small, welcome
their deepening relations with China, but as noted elsewhere in this vol-
ume, some also seek to hedge against it.

The key relationship is between China and Japan, the two greatest pow-
ers of East Asia. For the first time, the two may be said to be roughly equal
independent great powers at the same time. Neither has experience of man-
aging such a situation. Following the Western intrusion into Asia and the
Meiji Restoration, Japan saw itself as superior first in military terms until its
defeat in 1945, and then in economic terms from the 1960s to the early
1990s. But the bursting of the economic bubble in 1991, followed by ten
years of economic stagnation, undermined Japan’s economic model and its
claim to provide economic leadership to the rest of Asia. At the same time,
China was rising amid an explosion of anti-Japanese sentiments, boosted
by official encouragement of a patriotism that made much of Japanese
atrocities during the 1937–1945 war. It was against this background that
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Japanese leaders began to claim that their country should adopt a more as-
sertive or “normal” international role, epitomized by the desire to have a
permanent seat on the United Nations Security Council, which was for-
mally proposed in 2005. No country opposed the Japanese aspiration more
than China. For its part, Japan has expressed misgivings about the growth
of the Chinese military and its relative lack of transparency. Neither coun-
try appears to have considered or taken into account what might be the le-
gitimate national security interests of the other. Yet, at the same time, they
are economically interdependent, as China has become Japan’s leading
trade partner and Japan the leading foreign investor in China.

The two appear to be facing a security dilemma as each raises objec-
tions to the other’s attempts to modernize its military. Not only do they
criticize each other’s military spending, they also raise objections to the
other side’s deployments of advanced weaponry. China objects to Japan’s
development of theater missile defense systems on the grounds that these
could degrade its strategic deterrent. Japan is critical of China’s missile de-
ployments against Taiwan on the grounds that some of these could hit
parts of Japan.

The competition between the two is evident in their diplomacy in the re-
gion. Japan resisted Chinese attempts in 2005 to restrict a proposed East
Asian Summit and putative community to the ASEAN ten plus the three
Northeast Asian states of China, South Korea, and Japan, where it was
thought Chinese influence might prevail. Instead Tokyo proposed that Aus-
tralia, New Zealand, and India should also participate. In the end, the
Japanese initiative, openly supported by Singapore, was accepted. Japan has
also established a triangular defense relationship with Australia and the
United States, and it has proposed a political partnership with the democ-
racies of Australia, India, and the United States—both of which exclude
China and Beijing suspects might be aimed against it. The two also compete
for economic influence in Southeast Asia.

The United States, which maintains good working relations with both
China and Japan, is, in effect, the guarantor of strategic stability in the com-
petition between the two major powers of the region. Neither can be said
to be fully confident in the role of the United States. As the chapter by
Michael Green points out, Japan fears both abandonment and entrapment
in that it worries that Washington could place greater emphasis upon reach-
ing an understanding with China (its main challenger) about the manage-
ment of security affairs in the Asia-Pacific, thereby abandoning Japan, or al-
ternatively the United States could be engaged in conflict with China and
trap Japan in a deteriorating relationship with its neighbor that was not in
its interest. For its part, China is afraid that the U.S. alliance with Japan may
not act as a constraint on the latter, but rather may lead to a strengthening
of Japan so that the two could better contain China. In the absence of the
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development of a deeper strategic understanding between China and Japan,
it falls to the United States to manage this delicate relationship.10

India is also engaged in competition as well as cooperation with China.11

But the competition is less intense than between China and Japan. As the
chapter by Sumit Ganguly concludes, “apart from India’s subcontinental
neighbors and the PRC, who have long had real and perceived grievances
against India, the vast majority of Asia appears to be eager to engage an in-
creasingly commercially open, diplomatically assertive, and militarily pow-
erful India.” However, part of the reason why a newfound Indian presence
has been welcomed in Southeast Asia is that it is seen as another restraint
against possible dominance by China.12

India’s size, culture as one of the formative civilizations in world history,
and its fierce tradition of pursuing an independent foreign policy all indi-
cate that it is highly unlikely to join in a coalition designed to contain
China. Despite continuing concerns about relations with China and a de-
gree of rivalry with China within Asia, such as over influence in Myanmar,
or for access to energy resources elsewhere in the world, India has been
careful to avoid being seen to gang up on China. New Delhi’s newfound re-
lationship with the United States may be crucial for India’s continued resur-
gence as an economic, political, and military power, but there is little sign
of an Indian willingness to be seen as a partner in American strategic hedg-
ing against China. By the same token, India has turned down Russian at-
tempts to direct their trilateral relationship with China into a vehicle
against American “hegemony.”

At the same time, India and China have been engaged in confidence-
building measures between their militaries in disputed border areas and are
carrying out relatively small joint military maneuvers (such as sea rescues
and anti-terror exercises). Although these do not compare in scope or mil-
itary significance to those conducted with the United States, as itemized in
Ganguly’s chapter, those with China are significant if only for symbolizing
the intent to develop amicable relations. Moreover, Sino-Indian trade has
picked up from a low level of $2 billion in 2000 to nearly $25 billion in
2007 with a joint target to reach $60 billion by 2010—making China In-
dia’s second-largest trade partner.13

It is one thing, however, to improve bilateral relations and it is quite an-
other to agree on how to accommodate their respective great power aspira-
tions. China has refused to support India’s claim to a permanent seat in the
UN Security Council, and it has publicly expressed reservations about In-
dian interest in acquiring ballistic missile defense systems and about the
civil nuclear agreement between India and the United States. For its part, In-
dia may be regarded as engaging in competitive relations with China in
Southeast Asia, while its newly developing relations with Japan and the
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United States also have the effect of limiting China’s ability to emerge as the
dominant power in Asia.

The Role of Lesser Powers

The distrust between the major powers and their attempts to hedge
against each other have paradoxically both circumscribed and enlarged the
space within which the small and middle-sized powers operate.

The leadership role assigned to ASEAN in the main regional associations
arises less from the inherent qualities of ASEAN itself than from the failure
of the major powers to agree among themselves how to handle the regional
leadership issue. Clearly, it stretches credulity to accept that ASEAN states,
separately or collectively, could exercise effective leadership over the major
powers in the ASEAN Regional Forum (ARF), which includes all the great
powers, or even the ASEAN � 3, which includes China, Japan, and South
Korea. Yet ASEAN has set the terms for the way in which the regional asso-
ciations conduct their affairs. As pointed out in Amitav Acharya’s chapter,
the ASEAN modus operandi (the “ASEAN Way”) has set the norms, ideas,
and even an identity that in Constructivist terms are giving a particular char-
acter to international relations in Asia. It has provided the forum, for ex-
ample, for the expansion of China’s diplomacy in Asia and for the opera-
tion of the Shanghai Cooperation Organisation, which China was
instrumental in establishing.

The ASEAN framework provided the forum through the ARF for the in-
duction of China into multilateralism in Asia. Rather than follow their tra-
ditional diplomacy of bilateralism in dealing with neighbors, where Chi-
nese superiority could be used to advantage and where opportunities could
be found to exploit differences between them, the Chinese found it to their
advantage from 1995 onward to deal with the ASEAN countries on a mul-
tilateral basis. This was extended to negotiations on several aspects of issues
concerning the South China Sea, although the Chinese have continued to
argue that territorial disputes should be dealt with on a bilateral basis.
China was the first external power to sign up to the ASEAN’s Treaty of Amity
and Cooperation, which formally sets out the terms of conduct for relations
in Southeast Asia. Within the framework of the ASEAN approach, China has
developed initiatives in multilateral regional diplomacy.

Asian multilateralism, which puts so much stress on process rather than
the reaching of binding agreements, as distinct from Western international
institutions, has not found much favor in the United States. But the United
States has come under increasing pressure, especially from some of its South-
east Asian friends, to participate more in the Asian regional associations 
as they fear that in the absence of the United States, other major powers 
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(notably China) will establish greater influence. While there is a tendency
in the United States, and during the George W. Bush administration in par-
ticular, to dismiss these regional associations as little more than “talk
shops,” the regional states take them more seriously and are concerned lest
the United States be marginalized by its absence, leaving them to fall under
greater Chinese influence and thus reduce their room for maneuver.14

In Northeast Asia, as the chapter by Scott Snyder makes clear, the nuclear
crisis with North Korea, and especially the prospects for its resolution, have
brought to the fore new security dilemmas for all six of the parties. My con-
cern is less to explore further the security problems of the sub-region than
to draw attention to the relative freedom of maneuver the lesser powers
have been able to develop in this context.

The conflicts of interest between the major powers, especially between
Japan and China, but also involving the United States and to a lesser extent
Russia, have contributed to allowing space for both North and South Korea
to follow their own interests to a certain extent. In view of the threat to
regime survival posed by continued confrontation or by exposing the coun-
try to the international economy or indeed by a full opening to the South,
the North, despite its evident weaknesses, has so far been able to exploit the
divisions within and between the other main parties to the talks to buy time
and exploit its bargaining position. The South, which should be regarded
perhaps as a medium rather than a minor power, has developed an inde-
pendent approach to the problem by seeking reconciliation with the North
through economic engagement, often to the chagrin of its key ally, the
United States.

Similarly, as the chapter by Martha Brill Olcott on Central Asia shows, the
competition between China and Russia has allowed Kazakhstan to assert a
leading role in the sub-region, as perhaps befits the largest country with the
most successful economy. Although the Shanghai Cooperation Organisa-
tion may suffer from some of the same defects as ASEAN as a programmatic
organization, it too has been able to assert an identity of a kind. Despite the
distrust between its members, in the words of Olcott, “The SCO has suc-
ceeded in creating an identity for itself as a forum for permitting the states
of the region to discuss shared problems and possible solutions to them.
But to date it has yet to create successful strategies for dealing with these
problems.”

In sum, the different security objectives and the competition between the
major Asian powers have allowed space for the lesser powers in the region
to hedge against the major powers and to pursue independent policies,
sometimes to the annoyance of the great powers. The distrust between the
major powers has also enabled the lesser powers in Southeast Asia and to a
certain extent in Central Asia to develop their own regional collective iden-
tities that in turn have shaped the conduct of the great powers.
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THE UNCERTAINTIES ARISING FROM DOMESTIC POLITICS

Any consideration of regional order in Asia must take account of the do-
mestic as well as the international bases of such an order. Asia, unlike Eu-
rope, is characterized by many divisions between the character of the polit-
ical systems of states and the qualities of governance, as well as by the
well-known ones of geographical size, religion, levels of economic devel-
opment, ethnicity, values, and so on. The Asian states are also relatively new
or even in the case of old ones, such as China and Japan, totally new polit-
ical systems were established in the late 1940s or early 1950s. None of them
take independent statehood for granted, and few if any can be said to have
well-established political systems. Their senses of vulnerability derive from
these essentially domestic concerns. Most Asian governments pursue rapid
economic growth and economic development not only for economic and
social reasons, but also to strengthen domestic political stability and hence
the security of the state as they see it.

The end of the Cold War and the growing significance of globalization
have brought about a paradoxical result with regard to the interactions be-
tween the domestic and the international. The process of globalization has
led to extending the reach of international influences further than ever be-
fore into the domestic societies and politics of states. At the same time, in
the absence of an overarching international axis of conflict—as between the
former Soviet Union and the United States—the conduct of domestic poli-
tics has been more detached from international politics.

The domestic politics of Asian states are no longer constrained as much
by the external choices that were incumbent upon them as a result of the
Cold War. In some cases, the end of the Cold War had profound effects on
their domestic political systems. In Japan, for example, the end of what was
called “the San Francisco System” brought about fundamental change in its
politics. Moreover, domestic divisions and political conflicts no longer au-
tomatically attract the attentions of competing superpowers, with the at-
tendant risk of intervention. Intervention may still take place, because of
perceived threats of terrorism and the proliferation of weapons of mass de-
struction (WMD), or on humanitarian grounds. But unlike the Cold War
period, intervention no longer takes place to alter or to uphold a balance of
power between competing superpowers and their respective systems and
ideologies.

Nevertheless, changes and uncertainties in domestic politics can have im-
portant consequences for the international domain. Changes of prime min-
isters in Japan (from Koizumi to Abe and Fukuda) had an impact on
Tokyo’s relations with China and the United States. Similarly, electoral
changes in South Korea and Taiwan, which are largely determined by do-
mestic issues, would have important repercussions in shaping the conduct
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of the major powers involved in managing the potential conflicts in their
sub-regions.

Consider, also, the role of nationalism. One of the ways of consolidating
statehood and mending social divisions is by encouraging nationalist sen-
timents. Rapid economic growth necessarily leads to rapid social change
and the breakdown of traditional communities—which, in turn, provides a
social basis for enhancing what one of the main writers on nationalism has
called “imagined communities.”15 This nationalism builds on the remnants
of anti-colonial or anti-Western nationalism to develop a new nationalism
to meet contemporary needs. Although in much of Asia nationalist senti-
ments continue to be targeted against the United States, a good deal is tar-
geted at Asian neighbors. The nationalism of American allies often incor-
porates a degree of resentment against perceived limits on their
independence and on cultural identity. This has been true of South Korea,
Japan, the Philippines, and even Australia, despite the continuation of ba-
sic support for maintaining the respective alliances. South Korean national-
ism is directed at Japan and China, too, especially after the latter claimed in
2005 that the ancient kingdom of Koguryo had historically been a part of
China, as opposed to the Koreans of both North and South who had long
seen it as one of the founders of Korea. Chinese nationalism took on more
of an anti-Japanese character in the 1980s, and the 1990s were bolstered by
maritime territorial disputes between China and Japan. As the chapter by
Sheldon Simon demonstrates, many of the Southeast Asian states not only
distrust each other, but their nationalism is often directed at each other as
well.

Nationalist sentiments also make it more difficult to manage the bur-
geoning security dilemmas discussed in Scott Snyder’s chapter. This is par-
ticularly true of Sino-Japanese relations. Nationalism also accentuates the
difficulties in reconciling the aspirations of each of the Asian great powers
to play greater roles in international and regional affairs.

Although domestic politics may be influenced by external sources, they
necessarily reflect their own social and political divisions and their dynam-
ics are largely self-generated. But because of the greater interconnectedness
of our globalizing world, domestic political developments often impact on
international politics in unforeseen ways, creating new sources of uncer-
tainty.

TOWARD A NEW ORDER IN ASIA

From an economic point of view, Asia is increasingly regarded as the most
important region in the world. Indeed it is widely thought to be the next
most important focal point of the world economy that may soon replace
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the United States as the main engine of global economic growth. The Asian
economies, as the chapter by Edward Lincoln points out, are far from inte-
grated, yet the regional production chain has made them economically in-
terdependent. The extent to which Asia may act as a collective entity in the
international economy will depend very much on politics rather than eco-
nomics.

Politically, Asia is not as coherent a region as Europe. It is not character-
ized by common values, common institutions, or by a willingness to pool
sovereignty. On the contrary, the Asian states, old and new alike, seek to
protect their sovereignty and enhance their independence. They are highly
diverse, and, unlike Europe, they do not share a history of interactions prior
to the modern era. The Asian states do not trust each other, most have ter-
ritorial disputes with their neighbors, and most are engaged in building up
their respective military forces. Yet since the end of the Cold War, Asian
states have established new regional institutions aimed at building mutual
confidence, enhancing cooperation, and working toward the establishment
of an Asian, or more strictly, an East Asian identity.

The attempt to create an Asian identity is entirely a modern enterprise.
The very concept of Asia as a geographical or a cultural entity is European
in origin. Asia, in the shape of Persia, was seen by the ancient Greeks as au-
tocratic in contrast to democratic Europe as epitomized by Greece. Some
two thousand years later, Karl Marx also differentiated between what he
called the “Asiatic mode of production,” as distinguished from European
“feudalism.” It was only in the late nineteenth century that nationalists, first
in India and Japan, began to speak of Asia as a coherent political entity in
the struggle for independence and equality. As Samuel Kim has pointed out
in his chapter, the first attempt to create a self-conscious Asian regional sys-
tem was the “East Asian Co-prosperity” scheme promoted by Japan from
the late 1930s to its defeat in 1945.

The cohesiveness of Asia and its various sub-divisions was not wide-
spread at this time. The concept of Southeast Asia as a regional or sub-re-
gional entity was, in fact, the product of Anglo-American division of terri-
torial responsibilities during the Pacific War. The first major attempt by
newly independent Asian states to establish a separate alignment between
the two Cold War blocs came at the Bandung Conference in 1955. Signifi-
cantly, it was not confined to Asia, but included Africa as well. In any event,
such solidarity as was manifested in Bandung was soon shattered by open
warfare between Asian states. It was not until the end of the Cold War that
a new Asian consciousness can be said to have emerged.

The Western influence on contemporary Asia is still very deep. Interna-
tional relations in Asia have arisen in large part out of complex processes of
modernization introduced by the West. The very concept of statehood as
denoting territorial integrity based on internationally recognized borders,
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with sovereign equality between states, now so tenaciously rooted in the re-
gion, is wholly derived from Europe.

Further, Asian international relations have been and continue to be very
much a part of the worldwide international system. They, too, were subject
to the bipolar division of the Cold War. In the nearly two decades since its
end, their international relations are shaped to a considerable extent by the
only truly global power—the United States. That is still true for the eco-
nomic sphere as well. As the chapters by Robert Sutter and Edward Lincoln
demonstrate, even as far as economic performance is concerned, where ar-
guably China alone is beginning to challenge the United States, the Ameri-
can market, American investment, and American technology transfers still
play crucial roles in the development of the Asian economies, including
that of China. Moreover, it is America that continues to provide the public
goods that underpin the Asian trade and security patterns. It is not possible,
therefore, to identify an Asian regional order that is geographically exclu-
sive.

Nevertheless, the United States is less dominant than it once was, and not
only in the economic sphere. It faces difficult challenges in Asia and not just
because of the distraction arising from its military commitments to the
long, drawn out wars in Iraq and Afghanistan. Newfound problems have
emerged in the handling of “hot spots” such as Taiwan and North Korea,
not least because of differences with allies. More broadly, the United States
is challenged by how best to manage the rise of China and the different pat-
terns of cooperation and competition between the Asian great powers.
Meanwhile Asian states have been developing regional patterns of interna-
tional relations in Southeast and Central Asia largely independent of the
United States.

Clearly there is no settled pattern of order in Asia. All the major powers
are in processes of transition as they continue to grow and develop their
economies and as they seek to play more prominent roles in international
affairs. In the coming years much will depend on how successfully India,
and especially China, can manage the stresses and strains of the changes
brought about by rapid economic growth and whether they can carry out
necessary political reforms to meet the needs of an increasingly complex
economy and society. The need for domestic structural reforms and uncer-
tainties about how best to assert a more active international and regional
role are evident in Japan.

Although both India and Japan are seeking to enhance their international
roles and Russia is trying to recapture something of the international and
regional stature of the former Soviet Union, it is the rise of China that is
contributing most to the dynamics of change in Asia and beyond. China’s
process of rapid economic growth began earlier than that of India, and its
impact on the Asian and international economy far exceeds that of India.
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Combined with deft diplomacy, China’s political weight has increased and
unless something drastic should occur, that influence is bound to continue
to increase. China has also been rapidly modernizing its military forces,
which is beginning to trouble its neighbors and is seen as a potential chal-
lenge to American ability to deter China from using force to realize its claim
to Taiwan. Further, if China’s other maritime territorial claims (whatever
their intrinsic merits) were to be realized, China in effect would challenge
the existing distribution of power in the region. China would emerge as the
dominant power in Northeast Asia and by virtue of its control of the Spratly
Islands, it would reach down into the heart of Southeast Asia, transforming
the South China Sea into something of a Chinese lake.

Perhaps conscious of the destabilizing implications of pursuing its full
nationalistic agenda, successive Chinese leaders have given their main pri-
ority to tackling pressing domestic issues. To this end, they have pursued
foreign policies designed to promote a peaceful international environment
within their own neighborhood. Any Chinese pursuit of a more aggressive
national agenda would rapidly bring it into conflict with most of its neigh-
bors, who would look to support from the United States. However, the pri-
orities of the Chinese government are to focus on the demanding domestic
agenda. To this end, it has cultivated cooperative relations with its neigh-
bors and pursued what it calls “win-win” economic relationships. China’s
deepening enmeshment with the international economy and its key insti-
tutions has resulted in the development of an interest in the maintenance
of the rules and norms of the international system, which have served its
economic development so well.16

A resurgence of Chinese nationalism, sparked perhaps by social disorder
or by a sudden change in the favorable international economic environ-
ment and/or perceived hostile policies by other powers, especially the
United States, could transform China’s relatively benign foreign policies
into something more hostile and intransigent. The other Asian states rec-
ognize that they have to live with a China that is rising in both economic
and military terms and hope to benefit from the former and to hedge
against the latter. The hedging takes two forms: first, to socialize China by
integrating it into the norms and processes of Asian international relations
as epitomized by the various regional multilateral groupings; and, second,
by relying on the countervailing power of the United States.

In the final analysis, the current order in Asia still depends on American
power and Washington’s willingness to continue to provide the public
goods that have facilitated the rise of the Asian economies. However, Amer-
ica’s relative economic strength is declining in the region and perhaps in the
world as a whole. As China continues to rise, the United States finds that it
simultaneously needs to work with China to address a range of vital issues
of both regional and international significance, while also needing to hedge
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against it in cooperation with other Asian states. These in turn seek to main-
tain and develop good relations with both the United States and China and
do not want to be placed in a situation where they have to “choose” be-
tween them.

The development of the New Asian order in the immediate future—say
until 2015—is likely to continue to be a transitional one with marked con-
tinuities with the present. Domestic politics throughout the region will re-
main a source of uncertainty, though. Assuming that nothing drastic hap-
pens to derail the Chinese juggernaut, China’s influence in Asia will
continue to grow along present lines, balanced to a certain extent by India
and Japan with whom it will continue to both cooperate and compete.17 At
the same time, the United States will continue to be the “indispensable”
country even though its primacy will be challenged by the rise of China.
Meanwhile, it will fall to the United States to manage the regional major
power triangle involving itself, China, and Japan.

Pathways to the Future

Two scenarios suggest themselves as the likely basis for a new Asian or-
der in the immediate future. The first is the continuation of the current or-
der with all its stresses and strains, basically moderated by American pri-
macy. The second would be the beginnings of a multipolar system, in which
each of the great powers would have its own attributes as they competed
with each other.

The first scenario of continuing American primacy would be based on its
massive regional military superiority (despite its commitments elsewhere in
the world). But primacy would also require an economic recovery by the
United States from low growth with huge foreign indebtedness amid large
budgetary and trade deficits and a weak currency. An economic recovery
would be needed not so much in order to compete with the Chinese econ-
omy, but rather to reestablish confidence in its capacity to provide eco-
nomic leadership. If current economic trends should continue, the impres-
sion of American economic decline will be strengthened to the point where
America would no longer be the central economic player in the region. Al-
though America might still be the ultimate guarantor of security and of the
sea lanes of communication, confidence in its capacity and willingness to
continue to play the role of the regional policeman would erode. At issue
would be less the reality of relative economic decline (however that may be
measured) and more the perception of it.

The first scenario would also call for deft American management of the
rise of China and of the competitive relations between the regional powers.
If Washington is to provide leadership it will also have to pay more atten-
tion to the concerns of regional states and to involve itself more in regional
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multilateralism.18 Otherwise the United States will be seen to be marginal-
izing itself. The United States should also seek to provide active leadership
to address the many dimensions of non-traditional security, using its mar-
itime capacities and advanced technologies for the general good as it did
during the tsunami disaster of 2004.

The second scenario of emerging multipolarity would follow from a
deepening of America’s relative economic decline and a failure to provide
leadership of the kind suggested above. America’s allies and friends would
draw closer to Beijing, and China’s influence in the region would grow.
China’s economic development and military capabilities would still be
largely insufficient to allow it to supplant the United States as the provider
of security and the public goods in the region—so that America would re-
main the most powerful of the major powers, but it would lose the primacy
or evident preeminence that it currently enjoys. Instead, the United States
would become the most powerful of a handful of major powers, each with
its own particularities, strengths, and weaknesses. At issue would be
whether the United States, China, Japan, India, and Russia could establish
a concert of powers, perhaps along the relatively loose lines of cooperative
security of the ASEAN Regional Forum. The alternative would be a shift-
ing—and perhaps dangerous—series of coalitions in attempts to establish a
balance of power.

A third possible scenario is a potential concert of powers, as envisaged in
David Shambaugh’s introductory chapter. With the amelioration of Sino-
Japanese relations post-2007, this has become more possible.

However, the main determinant of the evolution of Asian international
relations in the immediate future (up to 2015) will be the relative strength
and endurance of the United States. China can be expected to continue to
rise and to increase its influence, but the key question will be how the
United States responds and how the other Asian states appraise that re-
sponse.
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