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Foreword

The United States’ unique set of bilateral alliances in Asia adds significantly to its
presence in the region. At the same time, the United States has been a regular participant in
a number of multilateral activities in the region. However, U.S. participation in the multi-
lateral sphere has been far from complete, and there is a common, if unjustified, perception
that for a time at the beginning of this century, the United States lessened its focus on the
region. During the same period, Asian countries continued along a path toward greater
regional multilateral interaction, sometimes to the exclusion of the United States

Under the Barack Obama administration, the United States has given greater atten-
tion to Asia in its foreign policy. Evidence of this focus includes senior-level bilateral trips
to the region, engagement and increased commitment to regional multilateral efforts,
and policy statements. In addition, the United States has committed to attend, for the
first time, the East Asia Summit at the end of 2011. The Obama administration also
has been using its platform as host of the Asia-Pacific Economic Cooperation (APEC)
meetings for 2011 to encourage U.S. ties with the region and to support the Trans-
Pacific Partnership negotiations. A successful APEC summit in November will open new
avenues for multilateral and bilateral engagement between the United States and Asian
countries. However, U.S. engagement with Asia has not yet been entrenched. There are
many challenges to be overcome, and arguably, President Obama has not lived up to his
claim that he is the first “Pacific” president. It is less clear what the United States can and
will do after the APEC summit as the 2012 presidential election campaign begins. The
United States’ capacity and will to engage Asia, amid its present economic issues, should
not be taken for granted.

Itis in this context that the Task Force was convened to review the phenomenon of East
Asian regionalism and to make policy-relevant suggestions for the Obama administration
to renew and deepen engagement between the United States and Asia on a multilateral
basis beyond the APEC summit. Regular discussions (electronic and otherwise) took place
in an effort to track East Asian regionalism and its implications for the United States and
its strategic interests in recent years, determine areas of highest priority for deepening
U.S.—Asian engagements on a multilateral basis, and develop a series of recommendations
for the Obama administration.

We wish to thank the Task Force members, especially co-chairs J. Stapleton Roy and
Han Sung-joo, for their leadership and insight. We also owe an enormous debt of gratitude
to many team members from the Asia Society and the Singapore Institute of International
Affairs (SITA), who put in countless hours to bring this project to fruition. In particular,
special thanks to Sandhya Kumar from the Asia Society and William Hatch from SIIA.

Simon Tay Michael G. Kulma

Chairman Executive Director

Singapore Institute of International Affairs Global Leadership Initiatives
Asia Society



Executive Summary

As the Barack Obama administration strengthens the American presence in East Asia, it
finds a region transformed since the 1997 Asian financial crisis. Since that time, East Asians
have taken a growing and layered approach to regionalism, ranging from free trade and
economic agreements among neighboring countries to ministerial meetings and summitry
in the ASEAN+3 (Association of Southeast Asian Nations + 3) and East Asian Summit
processes. Despite these variations, the phenomenon of East Asian regionalism is marked
by one notable feature: it has thrived on an intra-Asian basis but largely has excluded the
United States.

East Asian regionalism began to emerge during the financial crisis of 1997-1998,
when many in the region felt that the United States did little or nothing to assist them.
This distance between the United States and Asia grew during the years of the George W.
Bush presidency, when it was perceived that minimal attention was given to the region
beyond “hot spots” such as the Korean Peninsula and the global war on terrorism. While
President Bush did engage with China and India as emerging giants that were seen as most
economically important to the United States, many East Asian nations felt that the admin-
istration ignored their aspirations, and they responded by independently developing and
furthering their own agendas. The low level of U.S. engagement with East Asia, though,
was inconsistent with the continued and considerable importance of the United States in
the region to security, economic investment, trade, and wider influence. Moreover, U.S.
strategic interests would support a heightened presence across the Pacific, given the region’s
conflicting realities as a hub of economic activity while at risk of insecurity and instability
without a ready guarantor within the region.

In an effort to renew and deepen engagement between the United States and East Asia
on a multilateral basis, the Task Force makes the following recommendations to the Obama
administration:

General Recommendations

1. Recognize and prepare for change in the U.S.-Asia relationship. The status quo
cannot be sustained in light of the challenges facing the United States and the ris-
ing sense of Asian unity.

2. U.S. engagement with Asia can and should continue to be deepened. There
is no room for complacency. A successful Asia-Pacific Economic Cooperation
(APEC) summit in November will open new avenues.

3. Asian regionalism is growing, but it should be supplemented by efforts to
engage more deeply with the United States and to avoid Asian triumphalism.
Nascent Asia-only regional processes (such as ASEAN+3) should be encouraged.



U.S.—China ties are most important for the region, but others in Asia also
have a stake. Other Asian countries can play indirect but not insignificant roles in
promoting U.S.—China ties.

ASEAN can serve as a foundation. ASEAN’s efforts to build a regional society
based on norms and values rather than power relations should be supported by the
United States.

Recognize that integration on different economic and security issues will
continue at different speeds in the region. For instance, some Asian countries
seek closer links with China, while others are wary. This may signal a need for
more network diplomacy.

A new U.S. diplomacy with ASEAN is needed. Building on the new U.S.—
ASEAN Summit, the United States should use ASEAN as a hub to reach out to

like-minded countries.

ASEAN must be more dynamic to offer regional leadership. ASEAN govern-
ments must be encouraged to pursue joint programs and establish common posi-
tions on key issues.

Institution and Issue-Specific Recommendations

9.

The expanded East Asia Summit can be pivotal, but patience is needed. If the
East Asia Summit can set meaningful agendas that all members can share and iden-
tify with, the United States certainly should make it a priority to attend, but, as a
new participant, the United States also should measure its expectations.

10. ASEAN Regional Forum/ASEAN Defense Ministers Meeting Plus 8

11.

(ADMM+8). The ASEAN Regional Forum should be encouraged, with its broad
membership allowing inclusive dialogue. At the same time, the new ADMM+8 is

a smaller group that can be utilized for concrete cooperative efforts.

Both sides should work toward an ASEAN-U.S. Summit that can be substan-
tial and sustained. While the summits of 2009 and 2010 broke new ground, the
Obama administration faces many pressing issues, both domestically and interna-
tionally, and ASEAN has its own concerns. The initial interest from the first sum-
mits needs to be deepened.

12. There is a need to revive APEC and push ahead with the Trans-Pacific

Partnership. APEC must be revitalized as an important institution. While it is
not formally within APEC, the Trans-Pacific Partnership can help energize the

group.



13.

14.

15.

16.

Investment, currency, and economic cooperation in the Asia-Pacific region are
vital global issues. With the crisis in Europe, many are looking at Asia to drive
global growth. There must be awareness of how global issues affect the region and
vice versa.

The concerns of the Mekong River Delta and subregion are relevant to non-
riparian countries. An agenda should be developed to engage with the Mekong
countries for mutual benefit. Other ASEAN and Asian countries should be
involved, where appropriate.

The United States and Asia should work together to understand and lead
efforts to address climate change as a global issue. All nations, developing and
developed alike, have a responsibility to address climate change, and wider coop-
eration would be valuable.

On the issues facing Myanmar, the United States and Asia should work toward
a dialogue involving the relevant parties in preparation for 2014, as Myanmar
wishes to chair ASEAN. Following the transition of power to the new civilian
government in Myanmar, efforts to engage the country should be consistent and
concerted.



Introduction

The Task Force on Multilateral Engagement in U.S.—East Asia Relations was convened
by the Asia Society to review the phenomenon of East Asian regionalism and to make
policy-relevant suggestions for the Barack Obama administration to renew and deepen
engagement between the United States and Asia on a multilateral basis.

The Task Force considered, in particular, the following questions:

1. How has East Asian regionalism developed in recent years, and what are the impli-
cations for the United States and its strategic interests?

2. What are the areas of highest priority for deepening U.S.—East Asian engagements

on a multilateral basis and on global issues, including the financial and economic

crisis, climate change, and security?

3. Which policies and processes will be optimal for deepening exchange, engagement,
and partnership between the United States and East Asia?

4. Given that ASEAN (Association of Southeast Asian Nations) is currently a hub for
East Asian regionalism, in what ways should the United States engage with ASEAN

and its member countries?

Building on bilateralism

American engagement in Asia long has been underpinned by its bilateral relationships
with key partners, including Japan, South Korea, the Philippines, Thailand, and Singapore.
Under these relationships, nations dealt directly with the United States according to a
“hub-and-spoke” model. In 2010, bilateralism reemerged in the U.S. security presence on
the Korean Peninsula and in the South China Sea.

Meanwhile, Asian regional architecture has emerged and contributed to a fluid “multi-
plex” of security and relations in the Asia-Pacific, with regional and China-initiated propos-
als. There is now a question of whether the bilateral hub-and-spoke system can and should
be supplemented with more multilateral engagement and cooperation. Such engagement
may be better suited to the complex problems that now face the region, including financial
and economic turbulence, suspicion about the benefits of globalization, as well as terrorism

and stability.

The rise of Asia and interdependence with the United States

The much-anticipated rise of Asia on the global stage has been born out before a wide-eyed
world over the past decade. Throughout this evolution, the United States has enjoyed a
deep and strong relationship with many Asian countries, and, since the end of World War
I1, it has been the foremost military power in the region. The geopolitical stability that this



has provided has meant that, even as Asian economies grew and nations developed, so did
the interdependence across the Pacific between the United States and Asia.

The financial crisis that began in the United States at the end of 2008 and its after-
math have demonstrated that interdependence continues. Recovering from the economic
slowdown, total trade between the United States and ASEAN hit US$178 billion in 2010,
with U.S. exports to ASEAN up 31% over 2009 and U.S. imports from ASEAN up 17%.
If ASEAN is considered as a single economic entity, it ranks as the United States’ fourth-
largest export market and the fifth-largest supplier of imports.! Yet the crisis has changed
the nature of this interdependence.

Nearly three years after the collapse of Lehman Brothers, many Asian countries con-
tinue to experience strong growth, led by China, India, and Indonesia. There are calls to
increase Asian consumption and for Asia, in this sense, to be a more independent region,
relying less on the United States. If the U.S. economy continues to remain in the doldrums
for several years, this will affect its ability and interest in engaging Asia, and vice versa.

A new beginning and building beyond the APEC Summit

In the face of this reality, the Obama administration has recognized the need for a more
multilateral approach in its conduct of foreign policy. Moreover, by seeking such multi-
lateral cooperation, the United States has reached beyond the existing circle of developed
countries and Europe. Asia deserves and requires equal attention in seeking multilateral
cooperation.

The George W. Bush administration may be credited with placing priority on the Asian
giants of China and India and, perhaps to a lesser extent, old allies such as Japan and South
Korea. It also gave time and focus to hot spots that demanded attention, such as the Korean
Peninsula.

However, the Bush administration did not fully understand or engage with the phe-
nomenon of East Asian regionalism and the issues on the East Asian agenda. Moreover,
other Asian nations, especially those in ASEAN, struggled to gain suflicient and sustained
attention from the United States. This is despite the fact that so much of East Asian region-
alism has centered on ASEAN as a hub and convener.

Significantly, U.S. attention has shifted back to Asia since the beginning of 2009, and
the Obama administration has placed additional emphasis on engaging with ASEAN as
well. The decision of U.S. Secretary of State Hillary Clinton to make Asia her first overseas
destination and her declaration that the United States was “back in Asia” were important
first steps. Significantly, Clinton made two trips to Asia, visiting not only long-standing al-
lies Japan and South Korea and the rising giant China, but also Indonesia and the ASEAN
Secretariat, where she signed the ASEAN Treaty of Amity and Cooperation. At the ASEAN
Regional Forum (ARF), she also launched the Mekong Initiative.

1 Yinug, Falan, “U.S.~ASEAN 2010 Goods Trade: A Closer Look,” Asia Pacific Bulletin no. 110, East-West Center, May 12,
2011, http://www.eastwestcenter.org/publications/us-asean-2010-goods-trade-closer-look (accessed October 18, 2011).



In 2010, President Obama’s 10-day tour of Asia’s four largest democracies showed a
continued commitment to engage Asia, even if difficult Tea Party politics at home might
derail the practicalities of increased regional engagement. For Americans, President Obama
brought home deliverables on jobs in India and helped lay the groundwork for trade
agreements with South Korea. For some Asians, there is a feeling of relief that U.S.~Asia
relations will continue.

Every effort should be made to engage the United States economically in a positive,
win—win way. Since the end of 2009, the United States has participated in the Trans-
Pacific Partnership (TPP) negotiations. This has energized the group and the Asia-Pacific
Economic Cooperation forum (APEC). Additionally, the long awaited Korea—U.S. Free
Trade Agreement finally was concluded in December 2010. To enrich and sustain its
engagement, however, the Obama administration not only needs to show that it is able to
engage on economic issues, but also that such engagement is good for the U.S. economy
and American workers. Although some business groups are keen to open new markets for
U.S. exports, there is also a lack of enthusiasm in many domestic circles for new free trade
deals because of the uncertain impact on U.S. jobs and the complex rules that come with
each agreement.

Under U.S. leadership, new forums also are emerging. Building on the ASEAN Defense
Ministers Meeting, a formal dialogue between the defense ministers of eight key coun-
tries—China, Japan, South Korea, India, Australia, New Zealand, Russia, and the United
States—will run parallel to the ARE The United States has joined the East Asia Summit
(EAS), an important annual initiative that brings together India and China, with ASEAN as
host. Such a leaders’ meeting for substantive engagement on regional security is an important
step forward. While there is already APEC for economic issues, as well as the U.S.~ASEAN
Summit that was inaugurated in 2009, more needs to be done on the security front.

But the capacity and will of the United States to remain engaged in Asia should not
be taken as a given. One can have the strongest intention to engage, as President Obama
indeed appears to have, but still be unable to deliver. In spite of forceful rhetoric and
increased participation in the region, President Obama has yet to fully live up to his claim
that he is the first “Pacific” president. Many opportunities for deeper engagement remain.

Domestic issues and partisanship in the United States may dampen the will to engage
more deeply with Asia. In the aftermath of the global financial crisis, most countries suc-
cessfully have avoided introducing a spate of beggar-thy-neighbor policies, including the
United States. But although the United States made progress by signing the Korea—U.S.
Free Trade Agreement, there has been a struggle to ratify the bill in the U.S. Congress.
Progress on the TPP has been incremental and may not last beyond the APEC summit.
Outside of these two initiatives, the United States has yet to develop any new free trade
agreements or join wholeheartedly in the region’s economic arrangements.

The underlying theme of the Obama administration has been strong rhetoric toward
engaging with Asia and projecting its presence at political and security dialogues. However,
questions remain as to whether the United States will engage in the region across the fullest



range of issues, beyond the APEC summit.

Going forward, several questions remain for the U.S. administration. First, how can
the objectives and roles of the “new” institutions (the expanded East Asia Summit and the
U.S.—~ASEAN Summit) best be squared with those of existing institutions? Second, what
are the important issues that should be considered? Third, what principles should guide the
continued development of the institutional framework?



Background

The growth of Asian regionalism

As the Obama administration strengthens the American presence in East Asia, it finds
a region transformed since the 1997 Asian financial crisis. Since that time, East Asians
have expressed a growing and layered approach to regionalism, ranging from free trade
and economic agreements among neighboring countries to ministerial meetings and sum-
mitry in the ASEAN+3 and East Asian Summit processes. Despite these variations, the
phenomenon of East Asian regionalism is marked by one notable feature: it has thrived on
an intra-Asian basis but largely has excluded the United States.

East Asian regionalism began to emerge during the regional financial crisis of
1997-1998, when many in the region felt that the United States did little or nothing
to assist them. This distance between the United States and Asia grew during the years
of the Bush presidency, when it was perceived that minimal attention was given to the
region beyond “hot spots” such as the Korean Peninsula and the global war on terrorism.
While President Bush did engage China and India as emerging giants that were seen as
most economically important to the United States, many East Asian nations felt that the
administration ignored their aspirations, and they responded by independently developing
and furthering their own agendas. The low level of U.S. engagement with East Asia, though,
was inconsistent with the continued and considerable importance of the United States in
the region to security, economic investment, trade, and wider influence. Moreover, U.S.
strategic interests would support a heightened presence across the Pacific, given the region’s
conflicting realities as a hub of economic activity while at risk of insecurity and instability
without a ready guarantor within the region.

In light of the global precedence for regional community building, along the lines
of the European Union, this wave of growing integration in Asia is understandable, and
much of it does not presently harm American interests. However, it is apparent that since
1997, trans-Pacific processes such as APEC have lost steam compared to intra-Asian efforts.
Unless these processes are understood and managed for the future, this suggests a shift in
balance that may not favor U.S.—Asian ties.

ASEAN has played a central role in Asia’s regional processes. It has brought historical
rivals together while providing forums for discussion of a host of issues. ASEAN’s role is
significant. The rising powers in the region have differences among them, and they diverge
in their views of the United States. In this context, ASEAN is an accepted hub and convener
because of its political openness to different partners and because it is neither a competitor
nor a threat to these rising powers.

However, it should not be assumed that ASEAN’s centrality in East Asian regionalism
is vouchsafed for the future, given the nature of the association, the challenges faced as a
group to ensure cooperation, and the national interests of its member states. Unless there
is greater trust and stability among East Asian nations, no leadership can emerge that will



be acceptable to all Asians and yet will remain neutral or even positive for the U.S. role
and interests.

Figure 1.1. East Asian Regional Arrangements
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Evaluating regional processes in East Asia

To a casual observer, the existing regional architecture may seem to have developed haphaz-
ardly into a confusing “alphabet soup” of acronyms. However, these structures have formed
organically over time with regional government cooperation in response to evolving needs

and challenges. Through structures such as APEC, ARF, EAS, and ASEAN+3, all countries

with a stake in regional peace, stability, and economic prosperity are engaged. Through

these forums, the relevant issues facing the region (e.g., strategic, political, security-related,
economic, financial, and functional cooperation) are being addressed. However, it may be

2 Nanto, Dick K., “East Asian Regional Architecture: New Economic and Security Arrangements and U.S. Policy,” Report

no. RL33653, Congressional Research Service, 2006 (updated 2008), http://www.fas.org/sgp/crs/row/RL33653.pdf (ac-
cessed October 18, 2011).



accurate to say that no single institution has a mandate to comprehensively address both
economic and strategic challenges.

The regional institutions that have developed can be categorized into three broad
groups: community building (e.g., ASEAN+3), economic cooperation (e.g., APEC), and
security (e.g., ASEAN Regional Forum).

Several ASEAN leaders, including former Thailand prime minister Abhisit Vejjajiva
and leading policy experts, have observed that although the Asia-Pacific region should not
become complacent with the current arrangement, the best and most realistic framework
for regional stability and institutional efficacy is not to “tidy everything up” into a single
overarching regional forum, but instead to build on and develop the institutions that
already are functioning and effective.?

3 Taiwan'’s role in regional councils is complex. Taiwan is represented in APEC, but not at the head of state or head of
government level. Taiwan is not a part of the ASEAN Regional Forum or the East Asia Summit, or any grouping such as
the ASEAN+3. However, the status of Taiwan is a sensitive issue that cannot be resolved given the current state of cross-
strait relations.



Community Building

ASEAN+3

ASEAN+3 met for the first time in 1997 as an unexpected result of a Japanese proposal to
create a regular summit process between ASEAN and Tokyo, with an agenda that included
security. ASEAN was wary of possible negative responses from other Asian nations and
subsequently broadened the proposed summit to include China and South Korea.

To some, ASEAN+3 has been characterized and/or criticized as an institution that
is dominated by China, and many have argued for a wider grouping of countries to act
as a counterbalance (e.g., ASEAN+6, which includes India, or the ASEAN+8/East Asia
Summit grouping, which includes the United States). ASEAN+3 has taken more concrete
action than most of the other institutions. Heavy Chinese engagement bolstered Japan’s
and South Korea’s willingness to look into the ASEAN+6. Starting in 2012, the ASEAN+3
meetings will include not only the finance ministers of each country, but also a number of
central bank governors, as the group seeks to complement the role of the G-20 in managing
the world’s financial and economic problems.

The summit was established formally in 1999 after the financial crisis shook Asian
confidence in global institutions such as the International Monetary Fund and the World
Bank. The ASEAN+3 members now meet regularly after each ASEAN summit to discuss
finances, economics, and security. Practical outcomes have included (1) the Chiang Mai
Initiative, a multilateral currency swap arrangement that draws from a foreign exchange
reserves pool worth US$120 billion (the initiative began as a series of bilateral swap ar-
rangements in 2000); (2) the Asian Bond Markets Initiative, established in 2003, which
aims to facilitate regional access to the market through a wider variety of issuers and to
enhance market infrastructure in order to foster bond markets in Asia; and (3) the Credit
Guarantee Investment Facility, a US$700 million trust fund established in 2010 under the
Asian Development Bank, marking a big step in the developing Asian bond market.

In 2011, an independent regional surveillance unit, the ASEAN+3 Macroeconomic
and Research Office (AMRO), was established in Singapore to support information ex-
change and analysis, ensuring that the Chiang Mai Initiative is fully effective. Regional
surveillance also is handled by the Asian Development Bank and the ASEAN Secretariat,
but AMRO will take over the surveillance role for the use of Chang Mai Initiative funds.
The inaugural director of AMRO is a Chinese national, but the Japanese government is
keen to have a Japanese national direct the unit in the future.

Numerous free trade agreements also have been established between members: the
India—ASEAN agreement went into effect in 2010, with hopes for US$70 billion in
trade by 2012, and the China~ASEAN Free Trade Area, which comprises the largest free
trade area in terms of population in the world, is set to reach US$500 billion in trade

by 2015.



U.S.-ASEAN Summit

Over the years, dialogue between the United States and ASEAN has expanded to cover
a wide range of areas of cooperation, spanning the political, security, economic, trade,
social, cultural, and development realms. The inaugural U.S.~ASEAN Summit was held
in Singapore in 2009 on the sidelines of the wider APEC meeting. The event marked
the first time a sitting U.S. president met with all 10 member states of ASEAN, further
signaling American commitment to multilateral relations in the region. The resulting joint
statement included affirmations of cooperation in rebuilding the global financial landscape,
strengthening efforts toward the achievement of the Millennium Development Goals, and
urging the Democratic People’s Republic of Korea to return to the Six-Party Talks.

This was followed by a second summit hosted by the United States in New York in
September 2010. During the proceedings, the United States reaflirmed its commitment to
the region, with President Obama stressing in his opening comments how integral ASEAN
was to both economic and security interests.* Attending leaders explored the status of
U.S.—ASEAN relations as well as spheres for greater collaboration.

In line with Secretary Clinton’s remarks in Hanoi at the 2010 ASEAN Regional Forum,
President Benigno Aquino III of the Philippines stressed the role of the United States in
preserving regional security and the importance of mutual adherence to the Declaration on
the Code of Conduct of Parties in the South China Sea. He went a step further to propose
that a formal protocol be established to address outstanding claim disputes.

In spite of these concerted, positive steps toward partnership, limitations remain that
both sides must understand, even if they cannot be discussed openly. For instance, the
agenda identified at the first summit has not progressed significantly. In part, this is at-
tributable to the fact that although President Obama wants to engage with ASEAN, the
American body politic is preoccupied. The United States believes that although ASEAN
has its flaws, it is important and must continue to grow. U.S. engagement with ASEAN is
vital, and it may be the best option that the United States and Asia have to deal with issues
ranging from Myanmar’s reclusive behavior to Thailand’s political instability.

On the other hand, the ASEAN member countries have yet to agree on what they
hope the United States will bring to the region. One need is security, and the long-standing
role played by the United States has reemerged as a necessity. This is especially significant
given concerns over China’s escalating military prowess and its ongoing territorial disputes
with different countries, such as recent tensions over the South China Sea.

The Obama administration faces many pressing domestic issues and other urgent in-
ternational concerns, including Afghanistan. For ASEAN, the primary objective is to build
its own ASEAN Community by 2015, and some member countries face internal challenges.

Beyond the most recent summit, both the United States and ASEAN must grow their
underlying relationship in order to deepen and generate substance. They will have the op-

4 Bower, Ernest Z., “2nd U.S.-ASEAN Leaders Meeting: Elevating the Partnership to a Strategic Level,” Center for
Strategic International Studies, September 28, 2010, http://csis.org/publication/2nd-us-asean-leaders-meeting-elevating-
partnership-strategic-level (accessed October 18, 2011).



portunity to do so at the third ASEAN-U.S. Leaders’ Meeting in November 2011, which
will be held on the sidelines of the East Asia Summit in Bali.

East Asia Summit

The East Asia Summit, inaugurated in 2005, is a forum for dialogue on broad strategic,
political, and economic issues of common interest and concern, with the aim of promoting
peace, stability, and economic prosperity in East Asia. The EAS extends the geographic
definition of East Asia in all directions with the inclusion of Australia, New Zealand, India,
and, with their 2010 accession, the United States and Russia.

Prior to the United States’ decision to join, there was concern that the EAS would work
to diminish U.S. influence in Asia and replace APEC as the main multilateral forum on
economic liberalization and integration.” With Secretary Clinton’s attendance at the Hanoi
summit in October 2010, a new paradigm for U.S. involvement, within both EAS and the
region as a whole, was laid out.

In her remarks, Secretary Clinton listed five principles that would shape U.S. en-
gagement with the EAS: (1) ensuring commitment to the institution through regular
presidential engagement and seeking areas for cooperation; (2) supporting a continued,
central role for ASEAN as “a fulcrum for the region’s emerging regional architecture™®; (3)
urging a dynamic agenda to address issues ranging from maritime security and nuclear
proliferation to the promotion of civil society; (4) aligning discussions in the EAS forum
with those unfolding in other institutional dialogues; and (5) working closely through
existing bilateral partnerships. The meeting also gave occasion for the United States to
reassert its obligation to defend Japan with respect to the Senkaku/Diaoyutai territorial
dispute in the East China Sea.

Still, a main mission of the U.S. involvement in the EAS, as well as the ASEAN
Regional Forum, is to demonstrate the ongoing U.S. commitment to working with, and
not against, China. The United States should not send the message that East Asia is the
next venue for competition between the United States and China, but rather a place where
the two countries can come together and find common ground to ensure the stability and
security of the region. To that end, the emerging consensus is that the United States will
attend the next East Asia Summit in November 2011 in Bali—not to lead the summit, but
to participate and facilitate as an outside presence.

With the United States having highlighted the need for a resurgent role for ASEAN,
it is pivotal that the association work to identify new emerging trends and to consolidate
common views and strategies in the region.

The United States has made it a priority to attend the East Asia Summit and to engage
responsibly in East Asia while being mindful of China’s interests. Still, U.S. participation
at the EAS already has been imperiled by Myanmar’s bid to chair ASEAN in 2014, and

5 Nanto, n.p.
6 Clinton, Hillary Rodham, “Intervention at the East Asia Summit,” Remarks at the East Asia Summit, Hanoi, Vietnam,
October 30, 2010, http://www.state.gov/secretary/rm/2010/10/150196.htm (accessed October 18, 2011).



therefore host the ASEAN forums. ASEAN has agreed, in principle, to consider Myanmar
as the 2014 chair, because of its firm commitment to the regional dialogue, but the United
States is concerned about Myanmar’s detention of political prisoners and treatment of
certain ethnic groups. If Myanmar does not change its policies quickly, to an extent that
the United States and its allies are satisfied, the United States may not attend the 2014 EAS,
setting back the positive steps made toward greater legitimacy and recognition for ASEAN
forums.

Interaction among each other

One characteristic of East Asian regional institutions is that their memberships overlap.
This is especially true when the community-building organizations are viewed alongside
APEC, which leaves out some countries in the Mekong River Basin and includes North and
South American nations, and the ARE, which includes the European Union.

This begs the question of whether the diversity and balance of the region would be better
served by having a single institution or by allowing a web or network of different groupings.
This has led to some calls that the “alphabet soup” of regional institutions be “tidied,” in a
sense. Leaders have proposed overarching institutions to fill this apparent need—an “East
Asian Community” or “Asia-Pacific Community.” Others recall that cooperation in East
Asia is nascent and propose to continue with network diplomacy, with a web of relations.

Such an Asia-Pacific network could (1) soften questions about who is “in” or “out” of
the region; (2) better balance competition for influence and leadership among different
powers; (3) complement and be complemented by bilateral strategic and security arrange-
ments that already exist and allow for creative ad hoc arrangements to respond to specific
needs; (4) better reflect and draw from the diversity in Asia and the Pacific; and (5) be
sufficiently coordinated by governments and leaders at the national level to meet their own
particular emphases and needs.

The first meeting between the leaders of Asias three regional powers—China, Japan,
and South Korea—took place only 10 years ago, at the sidelines of an ASEAN-led summit.
Since then, amid growing nationalism and historical animosity that sometimes has led to
riots, protests, and diplomatic reproaches, ASEAN has continued to bring the three parties
to the table, as well as others such as India. The needs in Asia and the Asia-Pacific region
will continue to evolve, and groupings and meetings also will need to grow and develop.
But there is a strong case against, not for, a noninclusive forum among the major powers to
direct events in all fields. Instead, the region may be better served by a network of multiple
and even overlapping groups that can recognize and manage the diversity and differences in
the region. In this, ASEAN-led processes should lead the way alongside a network of other
groupings and relationships.

Interaction with other institutions
East Asia should do its part in global governance, given its emerging presence. One of the
objectives of an integrated East Asia is to contribute to the global system so that it is not



accused of “free-riding”—that is, benefiting from and using the global system for national
or regional interests only.

Conversely, the established powers, mainly in the West (i.e., the United States and the
European Union), also should be willing to share the responsibility for global governance
and allow the “new forces”—mainly the emerging markets in East Asia—to learn and
prepare themselves to assume more of that role.

China, for instance, needs to understand that its relations with states such as Iran,
Sudan, and Myanmar will be viewed in light of its international obligations and its new
role. However, other powers may need to allow China some leeway as it engages with the
international community and takes on a position of increasing prominence. Although the
People’s Republic of China did not participate in the creation of the present global order
and international institutions after World War II, it has demonstrated some willingness to
work within the system. However, China expects that its willingness to engage means that
it will see its fair share of responsibility and leadership opportunities. Specifically, China is
quite keen on increasing its participation within key international organizations. The recent
appointment of Chinese economist Zhu Min as a new deputy director of the International
Monetary Fund by Chief Christine Lagarde was an important step toward giving China
the representation and influence in international institutions that the country feels it is due.
That said, China still is finding its appropriate place within the international system, and if
it feels that its upward mobility is limited by the traditional Western powers, it could react
quite negatively. This could have severe consequences for the existing system.



Economic Cooperation

APEC

APEC was established in 1989 to facilitate economic growth, cooperation, trade, and
investment in the Asia-Pacific region.” Other Asian and Latin American countries along
the Pacific Rim have joined the organization since its creation. The APEC agenda also has
broadened to include human security issues.

Between 1993 and 1997, APEC saw a surge in activity, led in great part by the United
States. A key outcome was the 1994 Bogor Declaration, in which member states agreed
“to complete the achievement of our goal of free and open trade and investment in the
Asia-Pacific no later than the year 2020 . . . with the industrialized economies achieving the
goal . . . no later than 2010 and developing economies no later than 2020.”® While there
was consensus on the ultimate aim and broad guidelines for a gradual decrease in economic
barriers, the declaration does not impose any specific prescription on member countries.

Unfortunately, the 2010 deadline has come and gone. Trade statistics show that be-
tween 1994 and 2009, APEC’s trade with the world rose at an average of 7.1% per year,
with US$5.6 trillion in exports and $5.8 trillion in imports.” Tariffs still stand, but they
dropped from 8.2% in 1996 to 5.4% in 2008, which is significantly lower than the global
average of 10.4%.'° Nonetheless, tariff decreases have not been universal across sectors, with
protections still in place for various manufacturing (clothing and textiles) and agricultural
goods, financial, transportation and telecommunications sectors."!

This gap in achieving the Bogor goals may be attributable, in part, to the slowdown in
APEC:s activity as an institution. Between 1998 and 2008, very little progress was made
on any of the major initiatives for the region.'? Four reasons for this widening fissure have
been proposed: (1) the Asian financial crisis of 1997-1998; (2) negligible liberalization
in the World Trade Organization (WTO) after the Uruguay Round; (3) the creation of a
Western regional economic bloc as a result of the North American Free Trade Agreement;
and (4) two bubbles in the U.S. economy, first in the dot-com crash and then the most
recent financial crisis.'® In addition, national priorities shifted in the United States in the
aftermath of the 9/11 terrorist attacks, with military intervention in Iraq and Afghanistan.

In response to the new inward focus of many Asian economies, the United States
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attempted to establish free trade agreements independently, and subsequently it began
pushing for a Free Trade Area of the Asia Pacific (FTAAP) to realize the objectives in the
Bogor Declaration.!* At the most recent APEC summit in November 2010, member states
pledged to take concrete steps toward the realization of the FTAAP by building on ongoing
regional undertakings such as ASEAN+3, ASEAN+6, and the TPP. The leaders’ declaration
at the end of the 2010 summit also promised other efforts to integrate APEC economies,
such as continuing sector-specific initiatives and addressing nontariff barriers to trade
among APEC countries. However, the declaration also noted the “non-binding nature and
voluntarism of APEC.”

The United States is hosting the current round of APEC meetings, culminating with
the Economic Leaders’ Meeting in Honolulu on November 12-13, 2011. The last time
the United States hosted APEC was in 1993. According to Trade Representative Ron Kirk,
the United States is working as APEC host in order to “strengthen regional economic
integration and expand trade, promote green growth, and advance regulatory cooperation
and convergence.”" Russia will host the 2012 meetings, with the main summit planned for

Russky Island, off the coast of Vladivostok.

Trans-Pacific Partnership
A building block for achieving the FTAAP within APEC has been the Trans-Pacific
Partnership agreement, which originally consisted of Brunei, Chile, New Zealand, and
Singapore and went into effect in 2006." Late in the Bush administration, the United
States proposed expanding the TPP to fortify economic and strategic linkages with Asian
countries and others across the Pacific. In March 2010, the United States, Australia, Peru,
and Vietnam began talks to join the TPP. Malaysia joined the negotiations in October
2010. Japan has been involved in talks as an observer but has postponed its possible entry
until much later in 2011. The current aim is to wrap up negotiations between the nine
countries (not including Japan) by 2011 and bring the new members into the TPP. This
would be an impressive achievement if it is realized by the end of 2011, when it will be
President Obama’s turn to play host to the leaders. Several countries involved in the TPP
see the eventual aim as an APEC-wide agreement, and the United States has been active
in encouraging countries such as South Korea and Thailand to join the TPP negotiations.
The TPP was created on the premise that lowering tariff barriers and promoting free
trade would increase prosperity among its members. “All . . . [the] TPP countries share an
ambition to create a 21st century trade agreement that can serve as a platform for economic
integration in the Asia-Pacific,” said Ambassador Demetrios Marantis. “We are excited by
the prospects of building this 21st-century, regional agreement and welcome other APEC
members that share the TPP members’ vision and goals for a high-standard agreement.”
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Reactions to the TPP have been mixed in the United States. In September 2010, a
U.S. official voiced America’s continued enthusiasm for the deal.'” The TPP quietly has
gained momentum over recent years, fueled by the belief that it can serve as a free trade
zone incorporating large parts of both sides of the Pacific. Other reports, however, show
that the United States may be resisting the deal in favor of negotiating independently
with countries with which it does not already have free trade agreements.”® While the
diplomatic benefits of demonstrating the United States’ continued commitment to the
region would be great, from a trade perspective, U.S. trade with the current TPP nations
constitutes a very small part of net trade with Asia and the world. Furthermore, out of the
seven negotiators, the United States already has bilateral free trade agreements with four of
them. For the ones that it does not, all pose political concerns. In the case of New Zealand,
previous bilateral trade fell through when the country prohibited nuclear-powered ships
from entering its harbor and refused to join the Iraq War mission. Both Vietnam and
Brunei have been criticized for their human rights records by observers in the United
States.!”” Nonetheless, the venture may mean that the TPP countries would have greater
means to mold the region’s economic architecture to the standards of the TPP and existing
U.S. free trade agreements.

TPP negotiators had completed draft texts for most areas as of the Singapore Round
in March—April 2011. However, there are still disagreements over key areas such as labor,
intellectual property rights, e-commerce, and environmental issues. Currently, the coun-
tries aim to conclude negotiations by the time the APEC leaders meet in Honolulu in
November 2011; the final round of TPP talks is scheduled to occur in parallel with the

summit.?!

Interaction among each other

Although the TPP’s goal is to become a Free Trade Area for the Asia-Pacific and expand to
include all eligible Asian countries, it technically is not a part of APEC. Coordinating the
relationship between the TPP and other established regional cooperation mechanisms will
become an important topic for future regional cooperation. While not mutually exclusive
with other regional trade agreements, the current focus on the TPP may diminish the
importance of other existing or proposed initiatives. For instance, if Japan joins the TPP,
less attention might be paid by Japan and other Asian states in the TPP to the ASEAN+3
mechanism (ASEAN, China, Japan, and South Korea).
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Judging by the signals coming out of the APEC meetings, several APEC members are
keen on joining the TPP. However, most express the wish that the TPP will be compatible
and complementary with other mechanisms such as ASEAN+3 and APEC, rather than
potentially undermining, marginalizing, or replacing them.

Interaction with other institutions
APEC has helped establish a climate of openness, similar to the WTO and other global
frameworks for multilateral economic cooperation. However, some question whether
APEC, the TPP, and regionalism contradict the WTO and broader global multilateralism.
A trade expert once likened regional arrangements to street gangs: not nice, but if you live
in the neighborhood, you had better join up.

Progress in APEC and the TPP may reflect dissatisfaction with the progress of the
multilateral system. Open regionalism can provide momentum to the best option of multi-
lateralism. Leaders at the APEC meetings consistently have reaffirmed their commitments

to achieve the WTO goals.



Security

ASEAN Regional Forum

The ASEAN Regional Forum, set up by ASEAN in 1994, is an important venue for discuss-
ing security issues in the region. Although the size of the forum (27 members) limits its
effectiveness, it is useful precisely because of its inclusiveness.?

The ARF is an annual meeting of foreign ministers and secretaries of state under ASEAN
chairmanship. It is based on consensus decision making and minimal institutionalization.
According to some evaluations, the ARF has introduced norms of dialogue and behavior
among the participants and regularized exchanges among officials in between meetings.
There has been an increase in joint exercises, and dialogues have involved armed forces of
the different states, with attention centered on humanitarian assistance. This has grown
from and added to the experiences of different countries as they have volunteered their
assistance to disaster relief efforts in recent years, such as the tsunamis that hit Indonesia
and Thailand in 2010 and the massive earthquakes in China and Indonesia.

Although the ARF’s limits are evidenced by its failure to address ongoing concerns
on the Korean Peninsula and in Myanmar, the ARF has helped facilitate exchanges and
dialogue. In July 2010, Secretary Clinton singled out for comment Chinese declarations
over disputed islets in the South China Sea. This was welcomed by many Southeast Asian
states that also have claims and fear Chinese projections of power in the disputed area. This
U.S. concern regarding the area continued at the 2011 ARE with the South China Sea
being a major topic of discussion. The 2011 ARF also saw landmark contact between South
Korean and North Korean officials, which seems to have sparked a new era of dialogue with
North Korea on the country’s nuclear program.

ASEAN+8 Defense Ministers’ Meeting

The ASEAN Defense Ministers’ Meeting Plus 8 (ADMM+8), inaugurated in 2010, is a
ministerial-level meeting among defense officials involving the ASEAN+6 countries as
well as the United States and Russia. The new forum has the potential to bridge dialogue
gaps and to foster practical cooperation, but it is unlikely to move beyond the ARF in ad-
dressing traditional threats such as major power rivalries, bilateral conflicts, and regional
tensions such as territorial disputes and the Korean Peninsula.

The meeting is an adjunct to the annual ASEAN Defense Ministers’ Meeting and will
bring in the “plus” countries every three years. At its first meeting in October 2010, the
ADMM+8 targeted the nontraditional security agenda, which is less politically sensitive
than traditional state-on-state security concerns. It could be developed as a key institution
in the Asia-Pacific region for promoting practical cooperation among the militaries of the

22 The ASEAN Regional Forum includes the 10 ASEAN countries, ASEAN’s dialogue partners (Australia, Canada, China,
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participating states, including exchanges of personnel and meetings of the chiefs of defense
forces, intelligence chiefs, and heads of military academies, in addition to the annual meet-
ing of defense ministers.”> Even if it does not initially resolve tensions, there is hope that,
over time, interactions will produce more candid exchanges and enhanced opportunities
for defense cooperation.

Interaction among each other

While the ARF continues, the ADMM+38 is a recent addition to the slate of regional meet-
ings that should receive due attention. The ARF’s broad membership can be a source of
strength as it maintains an inclusive process and dialogue, especially when smaller and
more focused negotiations such as the Six-Party talks on the Korean Peninsula may struggle
and face obstacles. The ARF’s own agenda, including moves toward preventive diplomacy,
must be encouraged in order to develop the norms and practices of peaceful cooperation in
Asia. The smaller ADMM+8 should be utilized in moving ahead with concrete cooperative
efforts. Key undertakings should include military-led efforts to enhance military transpar-
ency and joint cooperation on disaster relief and humanitarian assistance.
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Issues of Concern and the Potential for
U.S. Engagement

North Korea

Since the Korean War, the acrimonious relations between North Korea and the United
States have seen little relief, especially in light of solidifying suspicions of the former’s
ongoing development of a nuclear weapons program. When North Korea was found
guilty of bombing a South Korean airline in 1987, that not only further estranged rela-
tions between the two countries, but also moved North Korea onto the United States’
list of “terrorism-supporting countries” for the next two decades.?® In 1993, relations
between North Korea and the United States also worsened after Pyongyang refused to
allow International Atomic Energy Agency inspectors access to two suspected nuclear
waste sites, raising fears about North Korea’s nuclear ambitions.

The United States had limited engagement with North Korea during the Bill Clinton
administration. Starting in 2003, the United States participated in the Six-Party Talks
on North Koreas nuclear program alongside South Korea, Japan, Russia, and China.
However, no consensus was reached during this period.” The United States eventually
switched to a more placatory policy under the Bush administration. In 2008, North Korea
was removed from both the Trading with the Enemy Act list and the terrorism-supporting
countries list in exchange for some checks on its nuclear program.* But in April 2009,
North Korea walked out of the Six-Party Talks after the United Nations Security Council
condemned a purported satellite launch.

Strategic collaboration between the United States and its partners is critical to solv-
ing issues with North Korea. But many argue that a permanent solution is not possible
if only nuclear issues are addressed through the Six-Party Talks.”” For example, many
believe that North Korea should be engaged through economic development and trade
with prospective partners such as China, Japan, and South Korea.?® Along these lines,
many have suggested that the Six-Party Talks may portend a wider multilateral forum,
such as the Northeast Asia Security Dialogue, which was proposed by South Korea in
1994.%° The Six-Party Talks presently have a model for such dialogue in the Northeast
Asia Peace and Security Mechanism Working Group, which is chaired by Russia.?® The
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possibility of Five-Party Talks (without North Korea) also has been suggested, but this is
opposed by Beijing.

In 2010, the world witnessed two separate and fatal instances of alleged North Korean
aggression, first the sinking of the South Korean vessel Cheonan and then the attacks on
Yeonpyeong Island. Both events served as reminders of the urgency of addressing concerns
on the Korean Peninsula. During his trip to Asia in January 2011, former Secretary of
Defense Robert Gates stated that the resumption of Six-Party Talks still was possible if
North Korea complied with its international commitments.>’ In May 2011, Robert King,
the U.S. special envoy for human rights in North Korea, suggested resuming food aid to
North Korea to deal with a devastating food shortage, but this move later was blocked by
Republicans in the U.S. House of Representatives.

In early June 2011, the North Koreans revealed that South Korea had tried to convince
them to attend a series of diplomatic summits in Beijing,** and they said that they were
cutting all ties and communications with the South Korean government. North Korea also
test-fired a short-range missile, which was the first such missile launch in 19 months.*

But July 2011 saw promising informal contact between South Korean and North
Korean officials on the sidelines of the ASEAN Regional Forum. The constructive and
cordial exchange later led to bilateral talks between the United States and North Korea at
the end of July. Since then, North Korea has signaled that it wants a resumption of the
Six-Party Talks—for example, during Kim Jong-II's visit to Russia and China in August
2011.* Doubts still are being expressed regarding Pyongyang’s intentions, but it is possible
that present exchanges represent a new start in relations with North Korea. The ASEAN
Secretariat has hailed the outcome of the 2011 ARF as demonstrating the role that ASEAN
can play in promoting regional stability and security, by hosting all six parties to the Six-
Party Talks at an annual dialogue.®

Myanmar

The Obama administration has taken far more proactive efforts to engage Myanmar than
previous administrations. Assistant Secretary of State for East Asian and Pacific Affairs
Kurt Campbell made two trips to Myanmar in 2009 to initiate dialogue on critical is-
sues, including the country’s elections.*® While these efforts mark a step forward in
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U.S.~Myanmar relations, they also sent a positive signal to ASEAN members that the
United States was keen on improving its relations with the entire Southeast Asian region.?”
However, U.S. efforts to engage Myanmar’s junta have been diluted because of the regime’s
physical isolation, the United States’ distance from Myanmar, and the growing influence
of Asian neighbors, such as China.

Moreover, Myanmar is suffering internally from widespread ethnic and civil unrest.
There may lie the possibility for policy collaboration with China, which already has facili-
tated meetings between U.S. officials and the junta. China is threatened more seriously by
the potential outbreak of chaos within its neighbor’s borders and would gain from taking
a more active approach. To date, most U.S. policy measures have entailed economic sanc-
tions, but if China continues to cooperate by augmenting humanitarian aid to minority
ethnic areas, this may coax these groups away from conflict and border instability. There
also needs to be greater scrutiny of Myanmar’s nuclear program, requiring that China and
the United States incrementally demand greater transparency, as this also would play into
China’s interests for a safe and secure border.?® While China can provide an avenue for
constructive collaboration in quelling tensions in Myanmar, many also blame China for
the continuing reign of the military in Myanmar.

On July 22, 2010, Secretary of State Clinton concurred with leaders at the ARF in
Hanoi in calling for fair elections to be conducted in Myanmar. The United States also
renewed its ban on imports from Myanmar in order to induce the government to take
greater accountability for human rights, democracy, and possible links to North Korea.

While the United States recognizes that sanctions alone may not resolve its deadlock
with Myanmar, ASEAN’s policy of “constructive engagement” has shown equally weak
results in effecting change. The United States hopes that this realization may induce a more
collaborative set of policies to tackle the Burmese military regime. The creation of the
ASEAN Charter in 2007 proved a means to deal with issues of human rights and democ-
racy, and the organization has become more outspoken against violations in Myanmar, but
this still has not bloomed into a desire to pursue sanctions.

In November 2010, Myanmar held its first national elections in 20 years, which saw
the military-backed Union Solidarity and Development Party defeat more than 37 parties
vying for some 1,100 seats. Secretary Clinton issued a statement that clearly conveyed the
United States” disappointment in the electoral process, which was neither inclusive nor free,
and which prevented election observers and international press from covering the event.”
Within a week of the election, prodemocracy leader Aung San Suu Kyi was released after
having been imprisoned for 15 of the past 21 years. In December 2010, Deputy Assistant
Secretary for East Asian and Pacific Affairs Joseph Yun traveled to Myanmar, visiting with
government officials, members of ethnic minority groups, civil society groups, and prode-
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mocracy movements. The trip signaled continuing efforts by the United States to keep
channels of dialogue open, particularly to advance human rights and democracy.

Despite its shortcomings, Myanmar has been dedicated to the strengthening of ASEAN
and the ASEAN Community project. The Burmese Defense Minister was in attendance
at the 10th Asian Security Summit (also called the Shangri-La Dialogue) in Singapore,
and the Minister of Finance has called for concrete actions to move toward the goal of
realizing the ASEAN Community by 2015, in part through an increased role for customs
departments and improved commodity flow integration.

In June 2011, Senator John McCain traveled to Myanmar to visit with Aung San Suu
Kyi and to urge government officials to release the 2,000 or so political prisoners currently
held within the country. He also received assurances that Myanmar would not pursue
nuclear weapons, or even civilian nuclear power options.

Myanmar’s chairmanship of ASEAN in 2014 is a particularly contentious issue that
threatens to derail the progress that the group has made. While ASEAN has publicly
defended Myanmar since it became a member while privately urging reform, Myanmar’s
chairmanship of the organization threatens ASEAN’s international legitimacy in the eyes
of the United States and its European allies. Myanmar’s chairmanship could cause the
United States to skip the East Asia Summit, thus threatening the ASEAN dialogue with
its Western trading partners. Therefore, it is imperative that concerns regarding Myanmar’s
chairmanship be resolved, as positive developments in South East Asia must not be put at
risk. Indeed, the prospect of Myanmar assuming the ASEAN chair should trigger efforts to

address valid concerns and obstacles to an effective chairmanship.

South China Sea/maritime disputes

Maritime disputes throughout Asia continue to exacerbate bilateral and regional tensions.
The People’s Republic of China, the Philippines, Taiwan, Malaysia, Vietnam, and Brunei
have overlapping sovereignty claims to the Spratly Islands, which are thought to possess sub-
stantial natural resources (chiefly oil, natural gas, and seafood). The PRC, Taiwan, and Japan
also have conflicting claims to the Senkaku/Diaoyutai Islands, ostensibly over resources as
well, but domestic politics complicate the issue.

The United States’ role in the South China Sea dispute resurfaced in July 2010, when
Secretary Clinton outlined the American perspective at the ASEAN Regional Forum in
Hanoi. She said that the United States, like every nation, has a national interest in freedom
of navigation, open access to Asia’s maritime commons, and respect for international law
in the South China Sea. The United States, she said supports a collaborative diplomatic
process by all claimants for resolving the various territorial disputes without coercion. She
opposed the use or threat of force by any claimant. While the United States does not
take sides on the competing territorial disputes, she said, it believed that claimants should
pursue their territorial claims and accompanying rights to maritime space in accordance
with the United Nations Convention on the Law of the Sea. She supported the 2002
ASEAN-China declaration on the conduct of parties in the South China Sea and encour-



aged the parties to reach agreement on a full code of conduct. She said that the United
States was prepared to facilitate initiatives and confidence-building measures consistent
with the declaration.®

China’s foreign minister, Yang Jiechi, fervently opposed U.S. involvement in the
dispute and was upset by Clinton’s support for a “collaborative process” to resolve the
disputes, as China prefers to resolve territorial disputes bilaterally. A Chinese foreign min-
istry spokesman said that Clinton’s attempt at “internationalization” of the issue was not
appreciated, and he affirmed that although China would resolve the outstanding claims
with those concerned, it retained “indisputable sovereignty” over the islands.

The interest of the United States and other nonclaimant states in this dispute centers on
two main concerns. First, China treats the nine-dashed line as a legally bound claim to the
entire sea region. (The nine-dashed line is a U-shaped demarcation of nine dashes, drawn
on Chinese maps since 1947, that indicates Chinese territory as encompassing the Pratas
Islands, Paracel Islands, Macclesfield Bank, and Spratly Islands.®!) If this were permitted,
then movement along these waters could become nonexistent, thereby hampering sea-based
transportation for the entire Southeast Asian region. Second, after the 1992 ratification of
the ASEAN Declaration on the South China Sea, Beijing delineated its territory around
the Paracel Islands and then proposed that it may do the same for the Spratly Islands. If
permitted, this would mean that any vessel sailing in or out of the South China Sea would
need China’s permission.*?

The South China Sea is the second-busiest shipping lane in the world, notably for
resources such as crude oil, natural gas, and iron ore, much of which travels to Taiwan,
South Korea, and Japan. There are established oil reserves in the region of 7 billion barrels,
which are critical for U.S. business interests in the oil industry, with many drilling projects
under way in this region. If tensions escalate, it would seriously damage private interests
and profits for U.S. businesses.*

The year 2011 saw renewed tensions over the waters near the Spratly Islands. In July,
Admiral Mike Mullen, chairman of the Joint Chiefs of Staff, started his official visit to
China with a warning that incidents in the disputed waters of the South China Sea could
escalate into conflict.* In May and June, two incidents occurred between Vietnamese sur-
vey vessels and Chinese ships. In June, the Philippines also accused China of intimidating
rival claimants in the South China Sea, citing several incidents in the preceding months.®

In June 2011, China’s defense minister, Liang Guanglie, told delegates at the Shangri-La
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Dialogue that his country remains committed to the 2002 Declaration on the Conduct of
Parties in the South China Sea, signed between China and ASEAN countries. The declara-
tion calls on parties to resolve territorial and jurisdictional disputes peacefully. However,
the agreement is not politically binding. Both Vietnam and the Philippines have requested
that a legally binding code of conduct be signed under the auspices of ASEAN, but there is

a lack of consensus over what such an agreement actually would entail

At the ASEAN Regional Forum in July 2011, the ASEAN foreign ministers, along with
China, reached an agreement on Guidelines for the Implementation of the Declaration on
the Conduct of Parties. The document has been hailed by many as an important confidence-
building measure that will lead, it is hoped, to progress on the peaceful resolution of the
dispute.

Others, however, were unimpressed. Philippine authorities said that they still intend
to take the dispute before the International Tribunal on the Law of the Sea, which decides
cases based on the 1982 United Nations Convention on the Law of the Sea. China has op-
posed this move; Beijing seems to prefer to address the dispute through bilateral discussions
rather than multilateral legal instruments.

Given China’s resistance to involving United Nations instruments, the most viable
path forward may be to continue engaging claimant states and interested parties in a non-
confrontational process of dialogue. In this respect, the ARF has proved a valuable forum,
as has Track II diplomacy in the form of workshops bringing together representatives from
the claimant states. Workshops held on the South China Sea have tried to move beyond the
fixation on sovereignty, instead encouraging avenues of functional cooperation, such as on
marine research and managing sea lanes.

Economic recovery
In broader terms, the financial crisis has magnified problems in the economic landscape,
both domestically and globally, that need to be resolved through collaborative efforts be-
tween the United States and Asia, especially given the important role that each country and
region plays in the other’s economy. Asia makes up more than one-quarter of U.S. trade
and about one-sixth of U.S. outbound foreign direct investment, while about 13% of Asian
trade is with the United States.” In the aftermath of the 2008 financial crisis, despite dips
in annual growth rates, Asia was described as leading the global recovery, with economies
such as China expected to return to double-digit growth within a year.

This may explain President Obama’s most recent trip to Asia (India, South Korea,
Japan, and Indonesia), which was a bid not only to advance an American presence in the
region, but also to solicit trade deals to aid the U.S. economic recovery. However, the
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trip highlighted how American absence has weakened its bargaining power. At the G-20
Summit, President Obama found little support for raising pressure on China’s tightened
currency policy, which has suppressed the value of the yuan and made its exports far more
competitive. President Obama’s trip concluded with his attendance at the APEC summit
in Japan, where, despite a U.S. push for the creation of the FTAAPR, which could allow
U.S. exports to double over the next five years, specific steps were lacking for dismantling
trade barriers.

In South Korea, the Obama administration still is trying to close a free trade deal
that would boost U.S. exports in the automotive market. The Korea-U.S. Free Trade
Agreement originally was signed in 2007, but ratification stalled during the Bush admin-
istration over concerns regarding trade in automobiles and U.S. beef exports.

However, there have been positive developments as well. In December 2010, the Obama
administration signed an updated version of the agreement with South Korea to address the
automobile issue, and both sides agreed to put aside the beef issue for a time. U.S. carmakers
support the deal, and the Obama administration hopes to get the agreement ratified in
Congtess by the end of 2011. If approved, the agreement would be the United States’ most
commercially significant free trade agreement in more than 16 years. The U.S. International
Trade Commission estimates that the reduction of Korean tariffs and tariff rate quotas on
goods alone would add $10 billion to $12 billion to annual U.S. gross domestic product
and around $10 billion to annual merchandise exports to Korea.*® The United States also
has been an active participant in TPP negotiations under the Obama administration, with
officials strongly supporting the agreement and encouraging other countries to join the TPP.

Mekong River Delta
ASEAN has elevated security concerns in the South China Sea to a multilateral level in
order to draw China into agreeing to a code of conduct. On more complex territorial
claims, Beijing officials are trying to deal bilaterally with individual claimants, while some
in ASEAN want to discuss these matters collectively. A similar challenge is posed by the
Mekong River, where China controls the headwaters, affecting the states lower down the
river—Cambodia, Laos, Thailand, and Vietnam. Development of the subregion holds the
potential to improve some of the poorest areas along the Mekong River as well as to better
protect the river’s ecology. ASEAN’s ties with China have put the Mekong subregion
on the agenda, rather than leaving each of these states to deal individually with China.
While collective responses remain essential, group unity in ASEAN sometimes has proven
difficult, as Chinese influence over some of the affected states has grown.

In 2009, Secretary Clinton announced the U.S. Lower Mekong Initiative, which
would establish cooperation regarding the environment, health, education, and develop-
ing infrastructure for the communities affected along the Lower Mekong River. Through
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cross-border partnerships that are ecologically sustainable, the United States plans to help
build water management systems in order to withstand the effects of climate change and to
ensure safe drinking water. This initiative will lend human and financial resources to better
develop educational facilities and access to information in rural areas. Finally, the program
will provide assistance to battle health epidemics such as dengue fever and influenza that
plague the region, making these populations even more vulnerable.

Further American involvement could help ensure equitable agreements between the
Lower Mekong nations and China that are both in accordance with international norms
and serve the long-term interests of all parties involved. This should not be a question of
ASEAN needing American influence to counterbalance China. In some cases, American
interests might coincide with Chinas—for example, in seeking to ensure that freedom
of navigation and safety of shipping are maintained in the South China Sea (as well as in
the Straits of Malacca). Another approach would be to create a community of states with
common purpose and values and to engage each other for mutual benefit according to
those values.



Recommendations

In light of growing regionalism in East Asia, this report concludes the United States
should renew and deepen engagement with the region on a multilateral basis. The Task
Force thus makes the following recommendations to the Obama administration:

General Recommendations

1. Recognize and prepare for change in the U.S.—Asia relationship. The status
quo of recent decades—the predominance of the United States and the prevalence
of Asian disunity—cannot be sustained. The United States faces more challenges
and limits as it goes forward in the aftermath of the financial crisis. Issues in the
Middle East and elsewhere command American attention and involvement and
stretch the country’s capacity. Among Asians, there is an increasing sense that their
development as a region must be more sustainable, balanced, and complete. In this
light, a new engagement with the United States and a rebalancing of the U.S.—Asia
relationship after the crisis is needed.

2. U.S. engagement with Asia can and should continue to be deepened. The
Obama administration’s engagement with Asia has been positive, and progress has
been made on strategic and economic issues. But there is no room for complacency.
The last half of 2011 will be important, as the United States will participate in two
high-level summits. President Obama will attend the East Asia Summit in Bali, and
the United States will host APEC in Hawaii. This may be the last chance to show
that APEC is worth the effort. These forums will open up new avenues for multi-
lateral engagement, which should continue to be balanced with bilateral relations.

3. Asian regionalism is growing, but it should be supplemented by efforts to
engage more deeply with the United States and to avoid Asian triumpha-
lism. Asia’s nascent Asia-only regional processes (such as ASEAN+3) should be
recognized by the United States, and they should be encouraged to develop Asian
perspectives and, where possible, consensus, even as U.S.—Asian partnerships are
fostered. While Asian meetings may proliferate and overlap, the United States
should be comfortable allowing Asians to set the pace and agenda for these meet-
ings. The Obama administration would be well advised not to overly rationalize
the region’s indigenous and overlapping institutions for the present and in the near
term. Further ahead, any discussion of regional architecture should begin with an
exploration of goals. It is only by defining what we seek to achieve that we can have
a meaningful dialogue about the structure and steps that can get us there.

4. U.S.—China ties are most important for the region, but others in Asia also have
a stake. Asians do not want to have to favor one country over another. Efforts to



build a strategic dialogue between China and the United States should focus on
bilateral issues. But increasingly, the context should be the region as a whole. Good
ties between China and the United States likely will have positive effects for other
countries in Asia, enabling them to enjoy positive trade and economic relationships
with both powers. Therefore, other Asian countries have a stake in the bilateral
U.S.—China relationship and can play indirect but not insignificant roles in pro-
moting ties. This is an important area for Asia’s regional dialogues and forums.

ASEAN can serve as a foundation. ASEAN’s role in building a more integrated re-
gional society based on shared norms and values should be fully recognized and sup-
ported. Asia currently faces tensions between two competing trends: Asia as a com-
munity of norms and values, and Asia as a region shaped by power relations, given
the presence of the United States and China. Although ASEAN is not considered an
emerging power, the group of ten medium and smaller-sized countries has promoted
modes of cooperation through its own example of developing a community. In the
ASEAN Treaty of Amity and Cooperation and other efforts and practices in regional
diplomacy, ASEANs role in engaging the emerging powers of Asia deserves recogni-
tion and support. Deeper ASEAN engagement with the United States can reinforce
ASEANs role in promoting values and building norms. This may be a more produc-
tive focus for U.S.—~ASEAN relations, rather than simply seeking to use U.S.—~ASEAN

ties as a means of balancing rising regional actors such as China.

Recognize that integration on different economic and security issues will
continue at different speeds in the region. Each side has a different tenor that
should be noted. With economic ties, many in Asia seek to become closer to China,
though there is some wariness over issues such as cheap goods. On security ties,
however, there are questions about China and its future intentions. Many recog-
nize the need for a future place to integrate. With the East Asian Summit, some

are leaning toward one place to integrate, while others are talking about network
diplomacy. Integration on different issues will continue at separate speeds, and this
may signal a need for more network diplomacy.

. A new U.S. diplomacy with ASEAN is needed. There is a need and an opportu-
nity for the United States to engage with ASEAN more closely as a hub for a wider
Asia. Building on the newly established U.S.~ASEAN Summit and the appointment
of Ambassador David Carden as the first U.S. resident representative to ASEAN

in March 2011, the United States should continue to deepen its understanding of
ASEAN and seck out like-minded countries in the grouping. This should not be
limited to its allies—the Philippines and Thailand—but also should include ties
with Indonesia, Singapore, Vietnam, and Malaysia and cross-border projects such as
the Greater Mekong Subregion. In this context, challenges in relations with Myan-
mar have to be addressed.



8.

ASEAN must be more dynamic to offer regional leadership. ASEAN is already
the host and hub for many leading regional dialogues and forums, and it is mov-
ing toward its own ASEAN Community by 2015. This is important not only

for ASEAN itself; ASEAN integration also is critical for its wider regional role.
ASEAN’s governments must cooperate to identify issues and achieve joint programs
and common positions on key issues. Here, relationships are a necessary first step.
Further ahead, the grouping’s members must coordinate on wider regional and
global issues.

Institution and Issue-Specific Recommendations

9.

10.

The Expanded East Asia Summit can be pivotal, but patience is needed. The
EAS can be pivotal for U.S. engagement with Asia as a whole. It must be expected
that ASEAN, playing the leading role, will identify emerging trends and consoli-
date common concerns in the region in order to facilitate a meaningful strategic
dialogue and exchange of views among leaders. This will be critical to engage and
sustain the full interest of EAS leaders in both existing and new member countries.
If the EAS can set meaningful agendas that all members share and can identify with,
the United States certainly should make it a priority to attend—without fail. Oth-
erwise, there is no guarantee that, given the busy schedules of leaders, including the
U.S. president, leaders will commit to attend on an annual basis. For the first years
of the expanded EAS, the United States as a new participant should measure its ex-
pectations, accepting and supporting ASEAN in the modalities and existing agenda
for discussions and work. It is important to note that the EAS and other structures
need not be overrationalized, and that the regional architecture can continue to
develop organically.

ASEAN Regional Forum/ASEAN Defense Ministers Meeting Plus 8. While the
ARF continues, the recently created ADMM+8 regional meeting should receive
more attention. The ARF is a security-focused meeting, but it is a gathering of for-
eign ministers and secretaries of state. The ADMM3+8 is intended to bring defense
ministers together in a formal setting, based on the success of informal discussions
between defense officials at the annual Shangri-La Dialogue in Singapore. The
similar but different membership of the forums is also significant. The broad mem-
bership of the ARF can be a strength, as it maintains an inclusive process, and the
ARF’s agenda, such as moves toward preventive diplomacy and peaceful cooperation
in Asia, must be encouraged. But the smaller grouping of the ADMM+8 should be
utilized to move ahead with concrete cooperative efforts. Key undertakings should
include efforts to enhance military transparency and joint cooperation for disaster
relief and humanitarian assistance.



11. Both sides should work toward an ASEAN-U.S. Summit that can be sub-
stantial and sustained. While the summits of 2009 and 2010 broke new ground,
the current mood of the meeting is not sustainable in the future. The Obama
administration faces many pressing issues, both domestically and internation-
ally. For ASEAN, the group aims to integrate as a community by 2015, and some
member countries face internal challenges. The United States should engage with
ASEAN member countries not only on direct bilateral issues and hot spots but
also on priorities facing East Asia across borders and in global governance. ASEAN
should respond to and develop the agenda suggested by the United States to create
conditions for economic cooperation. The United States remains an economic
power, and ASEAN collectively is one of its largest trading partners. Agreements to
enhance trade and investment, whether bilaterally or as group, should be actively
pursued.

12. There is a need to revive APEC and push ahead with the Trans-Pacific Partner-
ship. Capitalizing on the opportunity of the U.S. summit in 2011, APEC must be
revitalized as an important institution for U.S.~Asia partnerships and take initiatives
in the Asia-Pacific region that can influence and assist with global agendas. Some be-
lieve that it may be time to explore whether an annual APEC leaders’ summit truly
is needed, or whether it can be focused at the ministerial level. But this is a question
for the medium to longer term, and it will depend, in part, on developments in
other dialogues and institutions linking the United States and Asia. While it is not
formally within APEC, the TPP can help energize the group. The TPP currently is
being negotiated to include not only Brunei, Chile, Singapore, and New Zealand,
but also Australia, Peru, Malaysia, Vietnam. and the United States. This expansion
can give new energy to free trade initiatives for the Asia-Pacific region as a whole.
The interest of other APEC members, such as Japan, is to be encouraged, and at
an appropriate juncture, their participation should be welcome. While some Asian
nations, such as China, South Korea, and India, are not in the TPD, they already are
linked through a web of economic agreements across Asia. Meanwhile, global initia-
tives such as the Doha Round should not be allowed to fall by the wayside.

13. Investment, currency, and economic cooperation in the Asia-Pacific region are
vital global issues. With the crisis in Europe, many are looking to the Asia-Pacific
to drive global growth. Many economic issues facing the United States and Asia are
influenced by global factors and, in turn, have global impacts. Accordingly, the ap-
propriate global institutions, such as the International Monetary Fund, the World
Trade Organization, and the G-20, should be involved, and new and specific U.S.—
Asia institutions may not be needed. For investment, Asia should remain open to
U.S. investment, and conversely, the United States should be more open and recep-
tive to Asian investments in the United States, provided these do not pose security
concerns. There are also opportunities for dialogue and cooperation on finance



14.

15.

16.

and currency issues. China, the United States, and others should engage economi-
cally in a spirit of reciprocity and move in the direction of floating currencies. The
United States and China should be aware that their currency policies can have a
considerable and sometimes adverse effect on others in Asia in the trans-Pacific
production chain.

The concerns of the Mekong River Delta and subregion are relevant to nonri-
parian countries. Following the U.S.~ASEAN Summit, an agenda should be de-
veloped to engage with Mekong countries for mutual benefit. This can and should
encompass a broad range of initiatives, such as cooperation on economic, envi-
ronmental, and social issues. Moreover, other ASEAN and Asian countries should
be involved appropriately. The participation of Japan, China, and India should be
welcomed in building up the region. As interest and commitments develop, coordi-
nation of initiatives and efforts will be needed.

The United States and Asia should work together to understand and lead ef-
forts to address climate change as a global issue. Recognizing that all nations,
developing and developed alike, have a responsibility to address climate change,

a U.S.-Asia partnership on the issue would be vital. The United States, China,
and India have been and will be key actors, given their economic size and larger
contributions to greenhouse gases. But cooperation on this issue can be widened
to include Japan and then others in Asia. Japan has expertise in energy efficiency,
and other Asian nations, most notably China and India, are becoming leaders in
clean technology, while others, such as Indonesia, have been critical players in the
development of the regime for Reducing Emissions from Deforestation and Forest

Degradation (REDD+).

On the issues facing Myanmar, the United States and Asia should work toward
a dialogue involving the relevant parties in preparation for 2014, as Myanmar
wishes to chair ASEAN. In the aftermath of the 2010 elections in Myanmar, there
is an opportunity for countries to reconsider their policies on engaging with Myan-
mar. The appointment of a special envoy by the United States is a notable step. The
United States, China, ASEAN, and others such as Japan should work together to
address issues in Myanmar. Coordination also should be encouraged with ASEAN
in relevant ASEAN-hosted forums, including the ARE Given their differences,

the Asian countries and the United States may not have the same policies. But the
effort to engage Myanmar in order to encourage further positive change following
the elections should be consistent and concerted.
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