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Introduction

Interest in regionalism reached a high point in the mid-
1990s, when a whole range of initiatives, including the
creation of the NAFTA, the consolidation of Mercosur,
the reorientation of the Southern Africa Development
Community, and the replacement of the European
Economic Community (EEC) with the European Union
were seen as presaging a “world of regions.”

A decade or so on the promises of this “second
wave” of regionalism (the first being the original
European project of the 1950s) appears to have
stalled, and fears of a world of competing regions has
failed to materialize.

Explaining why some countries join regional organiza-
tions and others do not remains a fruitful arena for
both academic and policy debates—particularly when
it comes to the ongoing evolution of regional relations
in East Asia.

A Region Is a Region Is a Region?

In truth, we shouldn’t be surprised that there is more
than one form and definition of region. That a “security
region” might be different from an “economic region”
was clearly manifested in the differences between the
European member states of the NATO and the EEC,
respectively, for much of the second half of the 20th cen-
tury. And in this respect, when we look at Asia, the fact
that China seeks regional security cooperation with
neighboring states to the north and northwest (through
the Shanghai Cooperation Organization) whilst simulta-

neously promoting economic cooperation with ASEAN,
Japan, and South Korea is not particularly atypical.'

But even focusing on economic regionalism (and leav-
ing aside the study of security regions), there are still a
number of competing initiatives that might lay the
foundations for the future creation of a regional com-
munity in Asia.

Crucially, these different initiatives reflect a lack of
consensus over what East Asia actually is—which
countries are part of the region and which are not. For
example, on one hand, there is a “narrow” understand-
ing that equates East Asia with the geographic proxi-
mal states of the Association of South East Asian
Nations (ASEAN), plus China, Japan, and Korea. On
the other hand, there is an alternative “wider” vision
that adds India, Australia, and New Zealand to this
list.> A still wider trans-Pacific definition includes the
United States.

It is argued here that the recent promotion of the
“wider” vision of East Asia has been a result of fears
in certain quarters that a narrower vision of the
region had started to take shape—and, more impor-
tant, a result of fears that China could come to dom-
inate this emerging region. Put another way, some
regional elites have answered the apparent demand
for mechanisms to enhance regional cooperation by
supplying an alternative form of regional cooperation
built on an alternative conception of which countries
constitute the region.
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It is not surprising that the European integration
project looms large in analyses of and predictions
for regional integration elsewhere in the world.
After all, the European Union is our best example
of what happens when states agree to move first
toward formal economic integration and then
some wider form of political integration (and, of
course, also as an example of the many obstacles
along the way). Indeed, some scholars of the early
phases of European integration saw such region-
alism as a model for the future transcendence of
the state in international relations—and then later
declared that integration theory was dead when
these forecasts failed to materialize.’

Europe clearly remains an integral part of any
attempt to construct theories of regional integra-
tion. However, a number of scholars have suggest-
ed that the focus has often shifted from Europe as
an example of regionalism to the example—the
archetypal case or benchmark that all other
regional projects are judged against to consider
whether they have the hallmarks of “real” region-
alism. In response, students of the “second wave”
of regionalism did not just compare new regional
projects with the early European experience, but
also compared the non-European examples to
each other. Whilst the resulting studies contained
many varied conclusions, an underlying theme
was the extent to which the interests of nonstate
actors—particularly major transnational corpora-
tions—influenced the evolution of regional organ-
izations. In particular, there is a strong focus on
the extent to which government policies toward
regionalism are responses to the interests of busi-
ness communities.

One of the most important works in this tradi-
tion was Walter Mattli’s The Logic of Regional
Integration published in 1999. Mattli’s research
was very much informed by the European expe-
rience—not just the development of the
European Union, but earlier successful and failed
attempts to promote integrative projects in the
19th century. But it also went beyond the
European cases, considering the motors of inte-
gration in East Asia and the Americas. At the risk
of oversimplification, Mattli argued that there
were two key prerequisites for a regional project
to succeed: supply and demand. In short, regions
are most likely to come into being and subse-
quently “work” when the demand from nonstate
economic actors seeking the economic gains that

a regional market could provide is met by the
supply of integrating institutions by political
leaders who foresee a domestic political (elec-
toral) benefit from consequent economic growth.
This idea of a market-led demand and supply
does have some salience in explaining the emer-
gence of regional cooperation in East Asia and,
in particular, relations between ASEAN and
China. However, in terms of both demand and
supply, there is more to the equation than just
market access, and in what follows, one should
consider Mattli’s ideas to the demand drivers of
regional integration in East Asia, and why there
is an oversupply of regional alternatives.

In an era when some are suggesting (and perhaps
fearing) a new regional order built on China’s
engagement of Southeast Asia (Shambaugh 2004-
05, Snitwongse 2003, Kim 2004), it is worth
remembering how new this is. Until fairly recent-
ly, the relationship between China and others in
East Asia was characterized by mutual distrust
and sometimes outright hostility. China didn’t
even have diplomatic relations with a number of
regional states until the early 1990s,* perceived
ASEAN as a natural ally of the United States and
therefore a potential rival to Chinese interests,
and had the occasional military standoff with
regional states over competing territorial claims
in the South China Sea.

Moreover, China shied away from multilateral
organizations. Of course, Beijing was more than
happy to join the United Nations in 1971 and take
the China seat from the Republic of China on
Taiwan. But membership of the United Nations
did not threaten Chinese sovereignty—indeed,
through the veto power on the Security Council,
sovereignty was in many ways enhanced. But it
was a different story when it came to those organ-
izations that established norms and rules of glob-
al governance—organizations that China could
not participate in from the same position of power
it had in the United Nations. For example, China
only joined the World Bank and the International
Monetary Fund (IMF) in 1980, and even then
Chinese leaders were wary of organizations that
were considered to represent Western (for which
usually read US) interests. So in combination, it
was not surprising that participating in a regional
multilateral organization in Asia was not on
Chinese agendas until very recently.



So what explains the change in approach?
Shambaugh (2004-05) points to 1989 and
Tiananmen as the turning point from the Chinese
side. The lack of condemnation that character-
ized the response from Southeast Asia was in
stark contrast to the response from the United
States and other Western states. At a time where
China faced the real possibility of international
isolation—both political and economic—the fact
that ASEAN did not simply follow the US “mas-
ter” was very much welcomed in Beijing. Not
only did the Southeast Asian response (or more
properly, the lack of a response) alleviate the fear
of total alienation from the international commu-
nity, it also showed that ASEAN was not simply
an Asian outpost of US foreign policy. If not yet a
potential ally of China, ASEAN was at least not
an automatic enemy in times of turmoil.

So 1989 marked an important turning point in
shifting Chinese perceptions of ASEAN’s rela-
tionship to the United States. But it is a long way
from simply not fearing conflict to actively pro-
moting partnership and collaboration. And in
terms of the demand for more formalized forms
of regional governance, the financial crises of
1997 were arguably more significant. Four issues
warrant particular attention here.

First, although China survived the immediate
crises more or less intact, there was a secondary
impact. In brief, the collapse of currencies
across the region meant that it was suddenly
much cheaper to export goods to the United
States and Europe—the very same places to
which China was trying to export. With export
growth in China proving to be the primary
engine of economic growth, and the main
provider of new jobs, China’s leaders feared
that this unwarranted competition threatened
not just the Chinese economy, but might also
lead to social and political instability. Almost
for the first time since abandoning autarky after
the death of Mao, the potential dangers of par-
ticipating in the global economy came to the
forefront (even if it was only a minor reduction
in the rate of growth). It also became clear that
China’s economic fortunes had become inextri-
cably linked with the wider regional economy
as a whole. It was thus increasingly deemed to
be in “the national interest” to seek a new
mechanism to ensure economic security
through cooperation and collaboration.

Second, the fact that China did not devalue the
Renminbi to restore price competitiveness of
exports won considerable praise.® Had China
devalued, the likelihood that the regional econ-
omy would be plunged into a further wave of
devaluations and deeper crises was very high.
However, simply not pressing the destruct but-
ton promoted the idea that China was a respon-
sible economic actor. As Snitwongse (2003: 38)
notes, China actually contributed much less
than Japan in terms of assistance, but neverthe-
less emerged from the crises with the “lion’s
share of appreciation.”

Third, the crises generated a new demand for
regulatory mechanisms to discourage rapid cap-
ital flows and currency attacks from across the
region. For the best part of a decade, regional
economies had grown quickly, thanks in part to
deregulation and the speed at which investment
could flood into the region. In 1997 this deregu-
lation became a problem rather than the solu-
tion, as money just as quickly flowed out of the
region and there was a consensus that something
needed to be done to ensure that this did not
happen again.

Fourth, the policy responses of the international
financial institutions (IFIs) such as the IMF were
largely perceived within the region as representing
Western (for which again read largely US) prefer-
ences and interests. Governmental direction, con-
trol, and ownership had been important features
of economic growth in Southeast Asia. This was
not the state ownership, planning, and distribu-
tion of Communist Party states that replaced the
market, but rather strong state intervention to
regulate and direct the market in pursuit of gov-
ernment-defined developmental objectives. When
added to the developmental successes of other
“capitalist developmental states” like South
Korea and Taiwan, this strong state and interven-
tionist model of development seemed to provide a
powerful alternative to the neoliberal strategy of
privatization and the withdrawal of the state from
as much economic activity as possible.

When what the World Bank had termed the East
Asian Miracle’ turned to crisis in 1997, it was not
surprising that much attention focused on the
very same issue of government intervention. To be
sure, some focused on whether there had been too
much liberalization in the region—whether finan-
cial liberalization had gone too far too quickly




allowing “hot capital” to be withdrawn from cri-
sis states with incredible ease (and at incredible
speed). But for others (indeed, probably for the
majority) the focus was on governments that dis-
torted free economic flows through such practices
as managing exchange rates and on governments
that interfered in the economy to benefit govern-
ment officials, their families, and their economic
contacts, and on banks that lent money to those
with the right personal connections. In short, the
basic problem was “crony capitalism”—the evo-
lution of opaque decision-making processes
where a group of insiders from government and
business ran the country and the economy to
enrich themselves.

It is easy to fall into the trap of thinking in terms
of a single Western response to the crises—the
idea that “the West” responded by imposing
Western neoliberal prescriptions as the way out
of the problem. The reality is that the response
was much more diverse. For example, there was
considerable concern among Japanese and some
European authorities that imposing far-reaching
liberalization on Indonesia might result in politi-
cal collapse and possibly even civil conflict.
Furthermore, it is not even possible to talk of a
single IMF response to the crisis, as policy
changed once the impact of original reforms
became clear. Ironically, the IMF was accused in
some quarters of being insufficiently neoliberal
by using public funds to support corrupt and
bankrupt Asian financial institutions, and by not
forcing through fully liberalizing reforms of
exchange rate and banking structures. But despite
the reality of diversity and a degree of pragma-
tism (and the fact that only Indonesia, Thailand,
and South Korea asked them for help) the IMF
became something of a symbol of neoliberal
reform—financial bailouts would only be forth-
coming in return for privatization, deregulation,
budgetary cutbacks, and ever greater transparen-
cy in all financial affairs.

The cover of the paperback version of Francois
Godement’s The Downsizing of Asia (1999)
shows a Korean demonstrator carrying a banner
with the slogan “I’M Fired.” As we have seen,
many observers would point to the domestic
cause of the demonstrator’s woes. Nevertheless,
such a focus on the external rather than the inter-
nal was common across the region. The response
of the IMF to the crisis was in part seen as the
“West” finally getting its own back on recalci-

trant East Asian developmental states through the
promotion of “proper” Western forms of capital-
ism (Higgott 1998). Perhaps more important, it
was seen as a symbol of how the United States
defends its interests and projects its power via the
major IFIs. As Susan Strange once put it, the
“international organization is above all a tool of
national government, an instrument for the pur-
suit of national interest by other means.”

In short, through its own bilateral actions and
through its proxy Bretton Woods agencies, the
US hegemon was able to impose its preferences
across the world. And these preferences were
perceived as damaging the region—damaging
the economy through inappropriate IMF condi-
tionalities, but also for Godement challenging
Asian identity—forcing the abandonment of a
distinctly different and Asian model of develop-
ment. As such, rather than subject themselves to
the US-dominated global organizations, many in
the region began to think that regional solutions
and regional-level organizations were increas-
ingly attractive alternatives. This desire to resist
US hegemony in parts of Southeast Asia and in
some sectors of South Korea dovetailed with
longstanding Chinese concerns over the nature
of the unipolar world order. This shared posi-
tion has been an important component in the
move toward greater regional cooperation—but
so too has Japan’s stance on US hegemony and
the potential of a rising China.

So the crises generated a clear demand from state
elites for regional institutions—and regional institu-
tions that went beyond existing ASEAN arrange-
ments. This was manifest in the early days of the
crisis in Japanese proposals to construct an inde-
pendent Asian Monetary Fund (AMF) largely
bankrolled by Japanese money inspired by a sense
of Asian “solidarity” (Lipscy 2003: 95).* But some-
what ironically this attempt to build an organiza-
tion that was not subject to US power floundered
largely because of US power and hegemony, and
the concern of some US policymakers that Japan
was using the crisis to establish leadership in the
region at the expense of the United States.’

But although the AMF proposals gave way to
the Manila Framework that actually strength-
ened the IMFs position (in the short run at
least), the demand to go beyond the ASEAN



framework to build new mechanisms of region-
al governance was not simply abandoned. In the
wake of the collapse of the AMF idea, leaders of
ASEAN states met with the leaders of China,
Japan, and South Korea in an “informal” forum
in Malaysia in December 1997. This first meet-
ing of what has become known as ASEAN Plus
Three (APT) marked an important watershed in
East Asia’s regional governance. The APT lead-
ers adopted a joint statement on East Asian
Cooperation in 1999 and, under Chinese initia-
tives (as opposed to Japanese leadership of the
AMF plan), began to look more seriously at
strengthening financial cooperation.

In the subsequent finance ministers’ meeting in
2000, the idea of a regional bulwark against
unregulated capital flows reemerged in the form
of the “Chiang Mai Initiative.” Building on exist-
ing ASEAN arrangements, this set in motion the
creation of a network of currency swap arrange-
ments whereby regional states agreed to support
one another in any future crisis by using their
financial resources to help their neighbors. Given
that Japan and China were the two largest hold-
ers of foreign currency reserves in the region (and
indeed, not just the region) the logic of going
beyond ASEAN and including the “plus three”
members is not difficult to grasp.

The Chiang Mai Initiative clearly falls institution-
ally far short of formal EU type regionalism. Nor
is it totally independent from the Western/US-
dominated IFIs in that a country can only activate
20 percent of the funds available to it without the
approval of the IMFE. Nevertheless, it does pro-
vide an increasing degree of independence from
the IFIs (originally only 10 percent, APT leaders
agreed to raise the threshold to 20 percent before
IMF approval was needed in 2005).

The Chiang Mai Initiative also represents a conver-
gence of supply and demand for regional institu-
tions and a powerful indication that a “cognitive
region” is emerging—that regional leaders accept
that they are part of a region, and that there is a
shared understanding of which countries are part
of that region, and which are outside it. Unlike the
original plans for the AMEF, Australia is not part of
this APT process." In this respect, it has echoes of
Mahathir Mohamad’s understandings of the mem-
bership (and parameters) of Asia in his call to
establish an East Asia Economic Group in 1990.

Though Mahathir had a slightly different member-
ship in mind," this was an Asia that did not
include either the Indian subcontinent or the
Anglo-Saxon nations of Australasia. This Group
was subsequently “downgraded” to a caucus rep-
resenting “Asian Asia’s” interests with the Asia
Pacific Economic Cooperation (APEC)—an organ-
ization that not only included New Zealand and
Australia but also those states in the Americas with
a Pacific coastline including, of course, the United
States. Although there was much that divided the
members of this new East Asian Economic Caucus
(EAEC), there was a loose consensus that there
was something that distinguished them from the
other non-Asian members of APEC. Indeed, the
EAEC is sometimes partly jokingly referred to as
“East Asia Except Caucasians.” As with the EAEC
and as with many regions, when it comes to the
glue that binds the APT together, it appears that
agreeing on what one is not and what one is
against—for example, not the West and against
Western-dominated IFIs—can be a powerful force
for joining together (even when one doesn’t know
what one is, knowing what one is not can be
enough to form a tie that binds).

ASEAN Plus One(s)

APT remains an important mechanism for bring-
ing regional elites together. Most of the focus is
on the high-level leaders’ summits, and the
finance ministers’ meetings. But alongside these
high-profile summits, there is also extensive col-
laboration on a range of issues such as transna-
tional crime; social welfare and development;
and, after the SARS epidemic, infectious diseases.
But in some respects it has been eclipsed in terms
of meeting demands for regional institutions by
individual ASEAN+1 processes with China,
Japan, and South Korea.

The promotion of integration through a multiplici-
ty of bilateral processes is an important feature of
regional integration in East Asia. For example,
although the Chiang Mai Initiative institutionalized
meetings of APT finance ministers and established
a framework for agreeing on currency swaps, the
swaps themselves are negotiated bilaterally.
Country A negotiates with Country B, Country B
with Country C, and Country C with Country A.
APT creates a regionwide umbrella for action; the
result is that the countries of the region are all
linked, but the processes are bilateral. As with
financial regionalism, trade regionalism is driven by
bilateral free trade negotiations between ASEAN




and each of the Three individually, and bilaterally
amongst the Three. Once complete, these agree-
ments will provide what Dent (2006) has called
“lattice regionalism”—a network of bilateral ties
that crisscross and combine to integrate economic
activity across the region."

The preference for bilateral processes is in many
ways simply a reflection of the difficulties of com-
ing to agreement in multilateral fora. The failure
to reach agreement at the WTO might be an
extreme example of the pitfalls of seeking multi-
lateral consensus, but nevertheless hints at how
negotiations become more complex the greater
the number of actors (and interests) involved.

But in the East Asian case, the preference for
bilateralism also results from strategic competi-
tion and the balance of power among key players
in the region. For example, initiatives to establish
a China ASEAN Free Trade Area (CAFTA) are
partly explained by Chinese desires to engage the
region—if not yet to establish Chinese leadership,
then certainly to enhance China’s political rela-
tionship with ASEAN and to neutralize Japanese
leadership ambitions.

Such competition for regional influence and
possibly leadership suggest that regional inte-
gration is doomed to fail. But ironically, it can
act as a spur to regionalism, as neither China
nor Japan is prepared to allow the other to gain
an advantage—something that is not lost on
other regional leaders. For example, Richard
Stubbs (2002: 443) notes that in the wake of the
failure to establish an AMF in 1997, Japanese
leaders were reluctant to go along with the for-
malization of APT meetings for fear of further
antagonizing the United States. But once China
had agreed to get involved, this “forced Tokyo’s
hand. Beijing was interested in building on the
economic ties that were developing with Southeast
Asia and the Japanese government could not
afford to let China gain an uncontested leadership
position in the region.” Similarly, Japanese offi-
cials have not hidden the fact that their renewed
desire to establish free trade agreements in the
region was heavily influenced by Chinese propos-
als to establish the CAFTA.

Of the six free trade negotiations and agree-
ments, the China-CAFTA has garnered the most
attention—largely because it reinforces the
fears of those who think that China will

inevitably come to assert itself over the region
and establish a hegemonic position. At first
sight, CAFTA appears to be a classic example of
Mattli’s supply-and-demand type region. The
creation of a free trade area is promoted as a
means of generating growth in both ASEAN
and China by allowing greater market access
and reducing transaction costs to stimulate
investment and trade. The resulting economic
growth might benefit market actors, but should
also, if the theory goes to plan, help to legiti-
mate the political elites involved by ensuring
sustainable long-term economic growth.

Chinese eyes are also increasingly looking to
ASEAN states as potential places to invest in.
Chinese outward investment might be relatively
small on a global scale and of course remains
dwarfed by the amount of investment that goes
into China. But it is growing every year"” with
roughly half of the total going to the region
(though the single biggest recipient by far is
Hong Kong, and much of this is subsequently
reinvested elsewhere). After Hong Kong, the
major recipients are either Thailand or Singapore
(depending on which set of statistics is used),
Malaysia, and Indonesia. Investment in the
Philippines, Vietnam, Cambodia, and Laos
remains relatively low in both the number and
value of projects, but in the last three cases is on
the rise.

At the risk of oversimplification, we can identify
four types of Chinese investment in the region.

1. Investment in Singapore is largely based on
attempts to buy into those higher levels of the
production process that China currently
lacks—particularly in business services.

2. Since the late 1990s, investment in manufac-
turing capacity increased, especially in
Thailand and Cambodia, primarily in labor-
intensive and low value-added projects.

3. Investment in infrastructure projects has been
an important part of supporting other priorities
in the region—for example, by creating a land-
link between Yunnan and Thailand through
investments in Laos.

4. China’s outward investment policy (not just in
the region) is largely driven by resource require-
ments. There has been considerable interna-



tional attention to the implications of increased
Chinese demand for oil in particular. While
China’s engagement of Africa has recently been
the main focus of attention, resource issues are
also highly significant in Asia. According to
official Chinese sources, a third of all Chinese
investment (again not just in the region) is in
extraction industries—and even higher when
refining is added. Indonesia has already become
a key site of China’s resource-based investment
in oil, gas, and coal-based electricity genera-
tion, with Vietnam, Laos, and the Philippines
actively touting for Chinese investment in
extraction and energy industries.

We should not be carried away. With the excep-
tion of Vietnam, China is still relatively low on the
list of each country’s table of leading investors,
and Chinese investment remains relatively minor.
Nevertheless, at least because of China’s position
in global production networks, China’s voracious
appetite for resources suggests that outward
investment in the region will become evermore
significant—and one hopes—evermore transpar-
ent and calculable in the future.

So while this mutual engagement appears to be
based on sound economic rationality, there is
more to the CAFTA than a simple case of govern-
ments supplying what business communities
demand. For example, we need to address the
relationship between governments and nonstate
actors. There clearly has been lobbying on gov-
ernments from nonstate actors to develop the
CAFTA. Even in China, where policymaking is
largely the reserve of a relatively tight and close
political elite, official business associations are
increasingly getting involved at the margins of the
policy process through lobbying. However, the
extent of business lobbying is relatively low com-
pared to in the West, and these groups are still at
an early stage of carving out a niche for them-
selves in these policy processes. When it comes to
Chinese initiatives on the CAFTA, it is not so
much Chinese political elites responding to busi-
ness demand as state elites providing both the
demand and the supply.

From the other side of the relationship, there is
considerable concern in some parts of Southeast

Asia that the CAFTA will actually lead to
enhanced competition from China. Creating a

free trade area will give Chinese consumers eas-
ier access to Southeast Asian markets and allow
cheaper Chinese imports to undermine local
producers. Furthermore, for those who are try-
ing to export to the same markets that China
exports to, China is a problem, not the solu-
tion. CAFTA might not make any practical dif-
ference to the terms of this competition and to
their own interests, but there is nevertheless a
resentment that lost opportunities have led to
some reluctance (at best) to cooperate with a
country that is seen to have created so many
problems for regional exporters.” As such,
from the ASEAN side, CAFTA initiatives are
actually contra the demands of some business
interests (and prejudices).

So why have ASEAN leaders nevertheless sought
to establish the CAFTA and more deepen rela-
tions with China? The answer is partly that they
have privileged the views of those who want to
export to China over those who fear Chinese
competition. The answer is also partly because
they are thinking about the future—and a longer-
term future that sees China’s continued rise as an
inevitable fact of economic life in Asia. If China
is going to become economically dominant in the
region, it makes sense to do whatever is possible
to ensure that regional economies get as much as
they can out of this rise. Hitching themselves to
the regional engine of growth is thus considered
to be the sensible thing to do—even if some in the
region might lose out in the short run.

So the negotiations over the CAFTA, and wider
policy toward China, are not just driven by con-
siderations of economic rationality today. Rather,
they are also built on conceptions of China’s eco-
nomic future, which are in turn built around (and
feed) assumptions of China’s future regional
power (and China actively promotes this vision of
its future). Just as financial markets discount
future economic shocks—for example, oil price
rises—but deal with them before they occur,
ASEAN leaders have discounted China’s future
economic rise.

Nor is it just a matter of throwing in the towel
and doing whatever is possible to “bandwagon”
the emerging regional power. Though China’s rise
might be inevitable, the exact nature of the China
that rises is not set in stone. Engaging China
through closer regional arrangements not only
might bring economic gains, but might also allow




the region to influence the way in which China
evolves. Better to enmesh China in a regional
order (Shambaugh 2003-04, Kim 2004) and try
to get it to accept some of the norms and prac-
tices of the region, than let it develop independ-
ently without any regional influence.

Noneconomic issues also loom large in Chinese
demand for regional integration. In the mid-1990s,
Taiwanese President Lee Teng-hui embarked on a
new “vacation diplomacy” where he or his minis-
ters would take a holiday in the region and meet
regional officials. For example, in 1994 Taiwanese
representatives informally met government officials
in Malaysia, Singapore (in January), Indonesia,
and Thailand (in February). China’s new poli-
cy of engaging Southeast Asia has helped
ensure that Taiwan’s emerging semi-official
links with the region have not gone any fur-
ther—by engaging the region, China has neu-
tralized Taiwan’s regional strategy.

China is also keen to neutralize any possibility
of Japan emerging as the regional leader. In
truth, there have been no clear signs of overt
Japanese leadership strategies since the demise
of the AMF proposals. But Beijing is aware that
despite much of the hyperbole over China’s rise,
Japanese investment and the Japanese market
are still key drivers of economic growth in the
region. A proactive engagement of Southeast
Asia thus ensures that Beijing is ahead of the
game, and that an exclusive Japan-centric region
is a nonstarter. And as with most Chinese for-
eign policy issues, it is difficult to move far away
from relations with the United States and the
above-mentioned concern with US hegemony.
From a Chinese viewpoint (and not just a
Chinese viewpoint alone) the contemporary
unipolar world order is dominated by a single
hegemonic power. China’s engagement of
Southeast Asia can be partly explained by a
wider strategy of neutralizing the United States
as a potential regional leader—and the distrust
of the United States that emerged in the wake of
the financial crises provided a great opportuni-
ty. At the moment, simply ensuring that ASEAN
is not an agent of proxy of the United States in
Asia is a considerable gain—in the future,
building a bloc of like-minded states who
actively oppose the dominance of Western
ideas, norms, and policies might become an
attainable agenda.

China’s engagement of Southeast Asia has been
referred to as a “charm offensive” (Lautard
1999) designed to ameliorate concerns about its
growth. Indeed, this position has been articulated
in the “peaceful rise of China” hypothesis, first
explained by Zheng Bijian at the Bo’ao Forum for
Asia in 2003. Rather than being a threat, China’s
rise is the guarantee of regional economic stabili-
ty and development—a rise that will benefit the
world, but will benefit the rest of Asia most of all
(Ahn 2004). But, while the “peaceful rise” was
promoted as an antidote to the “China Threat”
approach, for many it focused attention on 00 O
(rise) rather than O O (peaceful), reinforcing con-
cerns about the implications of China’s develop-
ment. Ironically, the “peaceful rise” might have
accentuated those very concerns about China’s
rise that it was meant to dispel in the first place.

As we have seen, the idea of inevitable rise has
informed policy in the region, and informed the
evolution of China-ASEAN relations. One strate-
gy is to ensure that regional economies are linked
to this inevitable rise through economic integra-
tion. Another is to socialize China through the
same economic integration and other forms of
regional partnerships—to bring China into inter-
national society and to get it to accept existing
norms. However, concerns about China’s rise and
its implications for emerging regional orders
brings us to the idea of an oversupply of potential
regional futures in Asia.

The formalization of APT collaboration and the
movement toward a regionwide network of
trade agreements (albeit as a consequence of
multiple bilateralisms rather than a single mul-
tilateral process) led to a growing understand-
ing that East Asia had finally defined itself. Just
as long as nobody asked about the thorny ques-
tion of Taiwan’s status, here we had a group of
states that were increasingly coming together
on a regular basis in formal meetings with one
another on a range of issues. Moreover, pat-
terns of investment and trade had established
an informal “region of production” that more
or less corresponded with the APT members—
though admittedly with differential levels of
activity in some of the later developing ASEAN
states. The potential of a future evolution or
spillover into a more formal regional organiza-
tion of some form or another was far from



impossible and, indeed, policymakers began to
talk about the possibility of creating an East
Asian Community.

And yet when the first East Asia Summit (EAS)
took place in 2005, it did not map onto the APT
vision of region that the Chinese government pro-
posed. Nor did it take place in Beijing as Chinese
leaders wanted, but instead in Kuala Lumpur.”
Instead, the EAS represented a broader vision of
region that included India, Australia, and New
Zealand. Not a return to the region as Asia-
Pacific articulated by APEC that included those
American states with a Pacific seaboard, but nei-
ther a signal of a more narrow “East Asian” con-
ception of region represented by APT. Informal
economic activity and formal collaboration had
appeared to create a shared cognition within the
region of which countries were part of the region,
and which were not. But the EAS threw this
“consensus” out of the window and reignited
debates over what the region actually was. To be
sure, the EAS did not bring the United States back
into understandings of what the region is (or
should be) but it nevertheless resumed the debate
over what, or where, Asia is. Deciding how to
move forward is hard enough at the best of
times—just ask those involved in the evolution of
the EU—but it is more or less impossible if you
cannot agree on who should be moving in the
first place.

Conclusion: The Future of the EAS

Returning to the idea of regions working when
supply and demand are in equilibrium, the pro-
motion of the wider vision of region in the EAS
represents a deliberate attempt to create an
oversupply of region. And just as Chinese poli-
cy toward regional integration is partly
designed to neutralize the power ambitions of
others, the EAS represents an attempt to neu-
tralize Chinese power. This new vision of Asia
is constructed to prevent the emergence of a
Sinocentric APT regional organization, or even
Chinese domination of an ASEAN+1 region.
This idea is aptly captured by the statement of
Jetro Chairman, Osamu Watanabe (2005), to
an audience in Washington:

There was a difference of opinion among
member countries on the concept and
framework of the new summit and the
East Asian community: It is my under-
standing that China and some ASEAN

members insisted that the building of an
East Asian community should be dis-
cussed only among the ASEAN Plus
Three members. Japan and the other
ASEAN members—out of concern that
such a limited framework would allow
China to expand its influence over East
Asia—made the point of including India,
Australia and New Zealand in the com-
munity. [original emphasis]

Like APEC before it, the EAS is an “anti-region”
supplied in order to prevent the emergence of a
regional community in Asian East Asia—Asia
without Caucasians and East Asia without the
Indian subcontinent. As the supply of this region
is not in equilibrium with the demand for
region—and not just in China—it is unlikely to
evolve into a form of region that “works” and
evolves into a functioning regional community of
any sort. It might succeed in preventing the con-
solidation of other regional forms for which there
is a demand, but under this “supply-and-demand”
understanding, then the emergence of a new
regional community from the seeds of the EAS
seems less than likely.
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Endnotes

" Indeed, if the world has a future of regions, it
is likely to be one where states are members of
multiple regional organizations rather than
members of single exclusive bodies.

* Taiwan is not part of either vision. Beijing will
allow Taiwan to participate in international
organizations that do not infer statehood. For
example, the WTO is an organization of author-
ities that have control over customs legislation.
This does not have to be a “state” and does not
infer statehood—thus Taiwan was allowed to
become a member (albeit only after the PRC
entered) in 2001, and joins Hong Kong and
Macao as customs territories under the rather
odd title of “The Separate Customs Union of
Taiwan, Penghu, Kinmen, and Matsu.” As
regional cooperation is moving ahead through
summits of representatives of states, Taiwan is
not included, and any inclusion would guarantee
a Chinese departure. For the sake of ease,
“China” and “Chinese” in this brief refers to
“the People’s Republic of China.”

* The obstinate refusal of European states to with-
er away and the lack of emulative projects else-
where led Haas to publish The Obsolescence of
Regional Integration Theory in 1975—a theory
that he himself had done much to promote in the
first place.

' Relations were formally established with
Singapore in 1990, with Brunei in 1991, and
reestablished with Indonesia and Vietnam in the
same year.

" “China” was actually a founding member of
the Bretton Woods institutions, but that China
was the Republic of China under the leadership
of the Guomindang.

* Somewhat ironically, China’s decision to deval-
ue the Renminbi in 1994 is taken by some as the
start of the road to the 1997 crises, as other
regional states found it increasingly difficult to
compete with Chinese exporters.

" This was the title of a 1993 World Bank report
on the region—though it controversially placed
a much greater emphasis on the adoption of
markets as a source of the miracle (rather than



government intervention in these markets) than
most other observers deserved.

' Lipscy (2003) also shows that Japan originally
proposed a membership of China, Hong Kong,
Japan, South Korea, Australia, Indonesia, Malaysia,
Singapore, Thailand, and the Philippines.

"It also seems that Chinese officials, whilst
being no supporters of US hegemony, were also
less than delighted by the prospect of a
Japanese-led regional organization.

N (nor is Hong Kong which, as a special admin-
istrative, is represented in diplomatic fora by the
Chinese government despite having a separate
customs and financial system).

B Although initially hesitant about including
China, Mahathir proposed the then ASEAN Six
plus Japan, South Korea, and Vietnam. As this
was conceived of as an economic grouping pro-
moting Asian interests, it also included the eco-
nomic territories of Hong Kong and Taiwan
(referred to as Chinese Taipei).

* Jagdish Bhagwati refers to the plethora of
crisscrossing bilateral free trade agreements on a
global level as a spaghetti bowl. For Bhagwati
it’s a negative phenomenon as it creates a chaot-
ic crisscrossing of preferences, with a plethora of
different trade barriers applying to products
depending on the countries in which they origi-
nate. This is a fool’s way of doing trade.

" Exactly how much money is going from China
to the region is open to question. For example,
UNCTAD?s figures for gross Chinese outward
investment exceed those produced by the
Chinese government by a factor of eight!

" Indeed, some have even argued that competi-
tion from China to win investment to produce
the same goods for export to the same markets
helped undermine economic growth and was a
trigger for the financial crises of 1997.

" The scheduled 2006 meeting in the Philippines
was postponed to January 2007, and the third sum-
mit is planned for the fall of 2007 in Singapore.
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