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vii

In the debate on East Asia’s efforts to enhance regional coop-
eration and build the long anticipated East Asian Community, 
what is often missed or glossed over is the embryonic functional 

regionalism that is fast developing in the region. Notwithstanding 
the contention—not incorrect, in many respects—that East Asian 
regionalism is more about “process” rather than “progress”,1 a 
deeper examination of regional cooperative efforts in issue-specific 
or interest-based areas suggests there is progress as well as proc-
ess. Uneven, qualified and fraught with constraints and cautionary 
notes of all kinds, it has to be said that it is progress nonetheless. 
Crucially, cooperative efforts have emerged in response to crisis; 
take, for example, the recent move by the ASEAN+3 to finally 
multilateralize financial collaboration in response to worldwide 
economic recession even though similar ideas had previously 
been mooted (and rejected) following the 1997 Asian financial 
meltdown.
 At the same time, it is fair to say that no bold initiatives of the 
sort just described could have been conceivable much less possible 
without the requisite frameworks and processes, no matter how 
rudimentary, already in place. In this sense, East Asia’s developing 
functional regionalism has played and continues to play a part in 
laying the groundwork and, to an extent, ground rules for more 
ambitious collaboration. Indeed, functional cooperation may well 
constitute a key building block, in East Asia, for the type of rules-
based or hard regionalism that characterizes more advanced forms 
of regional community such as the European Union. Needless to 
say, that prospect remains at best ambiguous. Nor is it apparent, 
not yet at least, whether East Asia’s road to community formation 
will be similar to that traversed by Europe or unlike any other. But 
this much is clear: No regional integration and community in East 
Asia will likely be possible without a functional regionalism that 
is robust and vibrant.

preFaCe
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IntroductIon
Functionalizing cooperation in east asia: 

challenges and prospects

See Seng Tan

Contemporary policy debates on East Asian regionalism focus, 
among other things, on the nature and extent of regional coop-
eration and whether and how, if at all, they contribute to the 

formation of the East Asian Community (EAC). On one hand, the debate 
is driven in part by the assumption that the institutionalization of East 
Asia, if judiciously developed and nurtured, can and will contribute to the 
stability, security and prosperity of the region.1 On the other hand, others 
contend that the fundamental challenge facing East Asian regionalism 
today is not the need for more institutions, but rather how best interstate 
cooperation can be facilitated through existing arrangements, formal 
and informal.2 Conventional wisdom teaches that the prospects of East 
Asian regionalism are informed by the salience of national interests, the 
prevalence of sovereignty and non-interference considerations, and rela-
tive deficiency in institutional capacities, resources and political will.
 That said, common concerns today are driving East Asians to collabo-
rate in ways that, though still lagging far behind the levels of cooperation 
achieved in Europe, could nevertheless be considered “progressive” in 
the Asian context—the post-1997 creation of regional financial arrange-
ments in the hope of avoiding another 1997-style meltdown, the growth 
in regional intelligence and law enforcement collaboration against the 
threats of terrorism and transnational criminal activities, the move by 
the ASEAN Regional Forum (ARF) towards regional collaboration in 
disaster relief operations following the recent spate of natural disasters 
and humanitarian crises in the region, and so on. In short, there has been 
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a fair bit of low key cooperative efforts— “mundane accomplishments”, 
to borrow Yuen Foong Khong’s handy phrase3—that, incrementally and 
subtly, serve as building blocks for more substantive cooperation among 
regional actors. Or, as the so-called Monnet method has it, “petits pas, 
grands effets”.4
 Contributors to this study assess the proposition that progress in 
interstate cooperation in East Asia is best assured when cooperation is 
viewed and conducted in functional terms that, to the extent possible, 
resist pressures by participants to politicize and undermine the collabora-
tive process. Functional cooperation could occur either within specific 
“issue-areas”, or conceivably even across issue-areas under appropriate 
conditions. In this respect, without taking onboard all of neo-functional-
ism’s distinct features—that is, all of its assumptions and arguments—the 
project proposes that the theory’s preliminary proposition—i.e. integra-
tion necessarily begins from technical and noncontroversial policy areas 
and subsequently spilling over into areas of “high politics”—is helpful in 
assessing existing and prospective functional cooperation among East 
Asian states. Memorably, the theory posits the possibility for “functional 
spillover”, meaning that technical cooperation in service of a specific goal 
creates a situation in which the original goal can be assured only when 
participant states take collective actions toward further cooperation based 
on the shared realization that their common interests cannot be attained 
in any other way.5 Arguably, spillover from cooperation in non-security 
sectors to the security sector could develop especially when coopera-
tion is depoliticized. At the same time, the collective aim and effort to 
depoliticize cooperation in particular issue-areas and sectors is ultimately 
and paradoxically political, as several contributors below note.
 Against this backdrop, the following contributions aim to do two 
things: first, assess the problems of and prospects for functional coop-
eration in various issues/sectors in East Asian cooperation, and their 
implications for regional security; second, examine a host of regional 
perspectives on those very concerns. They ask what, if any, spillover there 
has been from quite specific sectors into the broader political-security 
arena, and what their effects are on the state of interstate cooperation in 
the region, and what policy-oriented ramifications existing and future 
developments of this sort hold for the emerging contours and content 
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of East Asia’s institutional architecture. As Singapore’s Senior Minister 
Goh Chok Tong has put it, “We have little choice but to construct a new 
architecture for East Asia. The key question is not whether East Asia 
will integrate. It is how quickly and the form East Asian regionalism will 
assume”.6 Arguably, preliminary answers to the “how” and “what” of East 
Asia’s regional enterprise are likely to be found in the sort of functionalist 
inquiry attempted here.

Architecture of This Study
There are two parts to this study. The first part consists of four essays 
each focusing on a specific issue-area: (i) economic/financial; (ii) energy 
resources; (iii) infectious diseases and pandemics, natural disasters, 
environmental degradation and climate change; and, (iv) transnational 
criminal activities. The second part comprises essays on various country 
perspectives—Chinese, Indian, Japanese, and Australian—and a regional 
perspective—ASEAN—on the challenges and prospects of functional 
cooperation in East Asia.7

Issue/Interest-based cooperation
In her study on regional cooperation in the economic and financial sec-
tors, Helen Nesadurai assesses three key projects in financial coopera-
tion—the Chiang Mai Initiative (CMI), recently ungraded as the CMI 
Multilateralization (CMIM), a regional foreign reserve pool, the Asian 
Bond Markets Initiative (ABMI) and regional bond funds. Contrary 
to the logic of neo-functionalism, her findings suggest that East Asian 
financial cooperation has been and remains a political exercise by states 
aimed at avoiding or assuaging the negative effects of financial crisis. To 
the extent that financial cooperation has been functional or non-political 
at all—Nesadurai highlights its public-good impact through reducing 
relative gains among states, its stress on technical knowledge produc-
tion and diffusion, and its institutional platforms (ASEAN+3, EMEAP) 
that encourage diverse state participation—it is made possible through, 
paradoxically, collective political action by regional states. That said, 
she is concerned that the limits of depoliticized financial cooperation 
have been reached, where there is now a greater urgency for steps (e.g. 
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increased regional surveillance, building a regional liquidity fund) that 
would likely face resistance from states because of potentially adverse 
distributive effects on domestic societies. However, the current global 
credit crunch could provide the impetus that would encourage states to 
take the necessary political decisions toward that end.
 Second, Youngho Chang envisions how East Asia can establish and 
benefit from the establishment of an integrated energy framework, which 
aims to ensure sufficient energy supply at affordable prices. This chapter 
reviews how existing integrated energy markets have been created and 
what kind of benefits they have brought. Drawing from African and 
European experiences, Chang contends integrated strategies have yielded 
benefits such as reduced capital expenditures, lower electricity supply 
cost, and the enhanced system reliability. In that regard, the ASEAN 
Power Grid (APG), the Greater Mekong Sub-region (GMS) cooperative 
enterprise and the like hold intriguing possibilities for the eventual for-
mation of an integrated energy market in East Asia. To that end, Chang 
proposes the formation of a common market for energy resources that 
are abundant in East Asia including natural gas. Despite the attractive 
prospect of a regional market comprising East Asia Summit (EAS) 
member countries, Chang recommends starting with a smaller coalition 
to eschew complications associated with larger arrangements.
 Third, Mely Caballero-Anthony assesses the prospects for func-
tional cooperation in several non-traditional security challenges. For 
Caballero-Anthony, functional cooperation matters despite the existence 
of obstacles to deeper regional integration/institutionalization in East 
Asia. That said, a functional approach to regional cooperation against 
non-traditional challenges such as infectious diseases and pandemics, 
natural disasters, environmental degradation and climate change has 
more or less emphasized the institutionalization of advance responses 
by states to either mitigate the impact of the threats or minimize their 
scope for occurring in the first place. Caballero-Anthony’s study shows 
how East Asian states, despite drawbacks arising from sovereignty and 
non-interference concerns and the region’s relative lack of control and 
surveillance capacities, have shown that they have worked and can work 
closely and successfully in managing transnational threats such as SARS, 
the 2004 earthquake and tsunamis, and the regional haze problem.
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 Finally, Ralf Emmers examines regional collaboration against transna-
tional criminal activities, specifically the cross-border trafficking of drugs 
and humans. He notes the following initiatives undertaken principally at 
the ASEAN+1 level: (i) making collective declaratory pronouncements; 
(ii) establishing frameworks of action (such as the Sino-ASEAN ACCORD 
plan) and “soft” cooperative mechanisms such as exchanges on intel-
ligence and best policy practices; and, (iii) developing capacity building 
programmes. Of the two transnational criminal concerns, more appears 
to have been achieved in narcotics interdiction because human trafficking 
remains a source of friction in intra-Asian relations. That said, interstate 
cooperation in both areas suffers from similar constraints, which Emmers 
argues could be addressed through enhancing and empowering extant 
cooperative arrangements, such as establishing legislation on extradition, 
improving the operational capacities of East Asian states, and cultivating 
good governance and anti-corruption norms and practices.

Regional perspectives
First, Avery Poole assesses the implications of new institutional develop-
ments in ASEAN with respect to regional cooperation. In her study of the 
ASEAN Charter and the region’s apparent aspiration for “rules-based” 
interstate cooperation, Poole finds the ASEAN member states long on 
word and alarmingly short on deeds. Comparing the recommendations 
put forth by the ASEAN Eminent Persons Group (EPG) and the actual 
provisions of the Charter when it was subsequently unveiled in November 
2007, she argues that an “expectations gap” was created that led to the 
perception, perhaps unwarranted, that the Charter was but a signifi-
cantly diluted version of the EPG version. Most glaringly, the persistent 
prevalence of sovereignty norms and preference for the “ASEAN Way” 
of informality, consultation and consensus suggests that contrary to the 
express regional aspiration for a rules-based regionalism—which could 
pave the way toward increased functional regional cooperation—ASEAN 
is still not ready for substantive institutional change. According to Poole, 
“The foundations for institutional change in ASEAN are perhaps being 
laid. However, such efforts take place in the context of an apparently firmly 
intergovernmental organization in which change still tends to occur 
incrementally, with consultation and consensus, rather than in sudden 
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adherence to a written agreement—‘watered down’ or otherwise”.
 Second, Li Mingjiang examines the Chinese view and contributions 
to regional functional cooperation. According to Li, the Chinese position 
is encouraging where non-traditional areas—economic/financial, pan-
demics, maritime, transnational crime, etc.—are concerned. However, 
prospects for Chinese participation in functional cooperation in East 
Asian traditional/conventional security is considerably dimmer since, as 
Li pointedly notes, “Functional cooperation on hardcore security issues 
would require a much higher level of military transparency, a require-
ment that China is not prepared to meet.” For the same reason, Li argues, 
“China may still be reluctant to agree to functional cooperation on [non-
traditional security] issues that may require extensive involvement of the 
navy despite some People’s Liberation Army (PLA) analysts’ preference 
of doing so”. Furthermore, the lack of strategic trust between China and 
other major powers—Japan, India, the U.S.—suggests that attempts to 
construct grand-scale and overarching regional institutions will at best 
be incremental or gradualist in approach.
 Third, Kripa Sridharan’s chapter addresses India’s engagement with 
“old” Asian regionalism (the period from India’s independence to the 
1970s) and “new” Asian regionalism (the 1970s to the present). She 
sees India’s involvement in Asian regional cooperation as having been 
marked by varying degrees of enthusiasm and apathy. Despite an early 
interest in regionalism, India’s disillusionment with pan-Asian gather-
ings (e.g. the “Bandung Conference” of 1955) and subsequent stance 
on strategic nonalignment made it reluctant to initiate or participate in 
smaller regional groupings. Neither did India make any serious effort to 
put together a South Asian regional arrangement. Its reengagement with 
regionalism came in the 1980s when it became a member of the South 
Asian Association for Regional Cooperation (SAARC). Later, with its 
dialogue partnership with ASEAN and, in 2005, membership in the East 
Asia Summit, India has contributed its own vision of regional coopera-
tion in Asia and is particularly keen to see the establishment of an Asian 
Economic Community.
 Fourth, Bhubhindar Singh explores the same concerns from Japan’s 
view. Perhaps to assuage lingering post-war concerns in Asia over its pos-
sible return to militarism, Tokyo has shown robust support for functional 
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cooperation in the region. For the Japanese, functional cooperation refers 
not only to depoliticized cooperative endeavours but also collective politi-
cal action to address specific concerns, such as the region’s engagement 
of rising China via multilateral fora such as the ARF. Singh highlights 
Tokyo’s involvement in the Six Party Talks (SPT) aimed at denuclearizing 
North Korea as just such an example. Indeed, Japan’s complex approach to 
regional cooperation is multi-tiered, including a blend of multilateralist, 
bilateralist, and “minilateralist” or sub-regionalist efforts. That said, the 
relatively slow progress of institutionalized cooperation in the region has 
arguably made Japan somewhat less receptive to multilateralism, despite 
its continued involvement in regional institutions.
 Finally, Robert Ayson and Brendan Taylor offer an Australian take 
(but by no means an official view) on the question of the regional secu-
rity architecture. They argue that the debate about Asia’s institutional 
architecture, which focuses on the optimal blend of institutions and 
structures in order to order Asia, as it were, is in effect “a long answer to 
the wrong question”. They see the contemporary regional predilection 
for the formalization of hitherto informal arrangements as imprudent if 
it merely privileges form over function or substance. Instead, they call 
for the exact opposite—an “informalizing” of the formal—by way of a 
concert of powers, an informal institution of regional order (a la Hedley 
Bull), that, in their view, would adequately address the changing power 
equation in East Asia as well as provide the necessary foundation for 
subsequent architectural considerations. Thus understood, rather than 
as ends in themselves, regional arrangements are best conceived of and 
employed as instruments of Asia’s evolving order.

Notes
 1. Not all who hold to this assumption are “liberal institutionalist” in 

orientation; for example, some “realist” security analysts have famously 
made sombre prognostications regarding East Asia’s well being on the 
basis that the region is institutionally malnourished. See, for example, 
Aaron L. Friedberg, “Ripe for Rivalry: Prospects for Peace in a Multipolar 
Asia.” International Security, Vol. 18, No. 3 (1993/94), pp. 5–23; Barry 
Buzan and Gerald Segal, “Rethinking East Asian Security.” Survival, 
Vol. 36, No. 2 (1994), pp. 3–21. For a vigorous rejoinder, see Muthiah 
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Alagappa (Ed.), Asian Security Order: Institutional and Normative 
Features. Stanford: Stanford University Press, 2003.

 2. Nirav Patel, “Value Cooperation, Not Antagonism: The Case for 
Functional-Based Cooperation.” Policy Dialogue Brief. Muscantine, IA: 
The Stanley Foundation, August 2008.

 3. Yuen Foong Khong, “Review Article: Making Bricks Without Straw in the 
Asia-Pacific?” The Pacific Review, Vol. 10, No. 2 (1997), pp. 289–300 (see 
p. 291).

 4. Philippe Schmitter, “Neo-Neofunctionalism.” In Thomas Diez and Antje 
Wiener (Eds.), European Integration Theory (pp. 45–74). Oxford: Oxford 
University Press, 2004.

 5. See, Ernst B. H. The Uniting of Europe: Political, Social, and Economic 
Forces, 1950–57. Stanford: Stanford University Press, 1958; Also see 
Tanja Borzel (Ed.), The Disparity of European Integration: Revisiting 
Neofunctionalism in Honour of Ernst B. Haas. London: Routledge, 2006.

 6. Quoted in Seth Mydans, “New group for ‘Asian century’ shuns U.S.” 
International Herald Tribune, 12 December 2005 (accessed on 31 
December 2007 at www.iht.com/articles/2005/12/12/news/summit.php?.

 7. The country perspectives presented in this study do not represent the 
respective official positions of the four nations, or for that matter views 
specific to nationals from those countries. Rather, they are the views of 
expert analysts who specialize in the economic and/or security policies of 
those nations. This is equally true of the paper on ASEAN.
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1

Is depolItIcIzed FunctIonal 
cooperatIon the Key to advancIng 

cooperatIon In east asIa?
lessons FroM east asian Financial 

cooperation

Helen E. S. Nesadurai

Many observers and scholars are convinced that effective 
cooperation is not possible in East Asia because many issue 
areas in which joint action is needed have become politicized, 

including regional trade liberalization, regional environmental coopera-
tion, and regional security cooperation, to name a few. There may be 
many reasons why such projects become politically contentious, thereby 
hampering collective action. For instance, different states may value the 
cooperative project differently depending on the net gains these projects 
offer to the participating country, the resources the country is willing to 
commit to it and the capacity of the country to cooperate effectively. If 
the project at hand generates substantial domestic distributional conse-
quences, cooperation becomes politically difficult for governments, even 
authoritarian ones. Alternatively, relative gains considerations and strate-
gic rivalry between states may circumscribe their willingness to embark 
on cooperation with their rivals or halt cooperation already undertaken. 
In contrast, other observers argue that there are instances of relatively 
successful regional cooperation that have taken place out of the public 
eye and in areas such as finance, trade facilitation, law enforcement and 
intelligence, pandemics and disaster relief. It has been suggested that 
these cases, which have all been aimed at providing common services to 
meet common needs, have also been successful because they have largely 
occurred in more “mundane” areas quite removed from contentious 
political bickering arising from diverse national priorities, thus making 
sovereignty/non-interference considerations far less relevant. This 
essentially functionalist interpretation of these trends also highlights the 
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possibilities for slowly ratcheting up cooperation into new areas through 
“functional spillovers”. This has led to suggestions that a more productive 
approach to advancing East Asian cooperation is for regional states to 
focus their cooperative efforts in areas of functional cooperation and for 
governments to refrain from, and to resist attempts by interest groups 
at, politicizing such areas of cooperation.
 This essay evaluates the argument that functional cooperation oper-
ating in a depoliticized environment can effectively advance East Asian 
regional cooperation by analysing East Asian financial cooperation as a 
case study. By looking more closely at how cooperation unfolded in three 
key projects in financial cooperation—the CMI, the ABMI and the two 
regional bond funds—the essay attempts to provide answers to three 
questions: (i) what are the key factors that have allowed these cooperative 
ventures to progress as far as they have done; (ii) to what extent has politics 
been kept out of these projects and in what way; and, (iii) can such cases 
of functional cooperation serve as building blocks for further cooperation 
among regional states as neo-functionalist theory suggests?

Depoliticized Functional Cooperation: Collective 
Goods, Technicized Cooperation and Network 
Institutional Forms
When does an issue become politicized and what constitutes a depo-
liticized environment? A transnational problem or issue area becomes 
depoliticized when: (i) the problem is “technicized”, whereby it is 
addressed primarily as a technical issue that requires technical inputs 
from relevant experts and technocrats; and (ii) the problem raises few 
or no distributional consequences within and between states and its 
provision is regarded as a public good, providing generalized benefits 
for both national and regional society. Thus, the nature of the coopera-
tive issue—the collective good being sought and the type of cooperation 
required (whether technical) to achieve it—will be important factors in 
determining whether cooperation can occur in depoliticized fashion. If 
functional cooperation, which involves the provision of common services 
to meet some clearly defined common end, can fulfill these two criteria, 
then advances in cooperation can take place without confronting too 
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many political obstacles to cooperation. Nevertheless, without a political 
decision to begin or continue cooperation, even functional cooperation 
would be difficult to pursue. As will be shown below, these features 
characterize East Asian financial cooperation.
 In addition to the nature of the cooperative issue, the nature of the 
institutional setting in which cooperation takes place is also important 
in determining whether cooperation can proceed in a depoliticized 
manner. A depoliticized institutional environment in the East Asian 
context would be one that did not compel any one member to adopt a 
particular policy but that permitted considerable policy autonomy for all 
parties involved in the cooperative project to govern domestically in line 
with their respective domestic political, economic, social and cultural 
realities. Rather than centralized institutions where rules and sanctions 
are used to ensure policy coordination, the considerable diversity in East 
Asia points to non-hierarchical organizational forms as the preferred 
institutional setting for regional cooperation. The crucial question is 
whether such institutional forms can facilitate functional cooperation.
 The theory of networks provides useful insights in this regard. 
Networks are non-hierarchical organizational forms that link a group 
of actors who share similar interests with respect to a policy issue and 
who are prepared to cooperate with each other to reach shared goals.1 
Because members already share the same definition or interpretation of 
the problem at hand and are keen to avoid the losses associated with it, 
problem-solving interactions tend to prevail as opposed to negotiations 
and bargaining to reconcile members’ self-interests. A defining feature 
of networks is their lack of formal authority to make or implement deci-
sions or even to adjudicate disputes, which distinguishes network forms 
of organizations from hierarchies such as national governments, firms 
and even international organizations like the World Trade Organization 
(WTO) or even the European Union (EU).
 Thus, network forms of organization emphasize dialogue and 
deliberations among members who regard themselves as equal as the 
means to achieving joint goals rather than through rules, negotiations 
or strategic bargaining.2 Moreover, networks are also ideal frameworks 
for the production and exchange of information and knowledge, which 
in turn facilitates learning. While other governance structures such as 
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hierarchies and markets are also capable of producing and exchang-
ing knowledge, network forms of organization are better positioned to 
encourage learning because they maintain “greater diversity of search 
routines than hierarchies”, which tend to be rather top-down, while 
providing more comprehensive and coherent information than markets.3 
There is not only greater diversity of knowledge produced within net-
works, especially in the form of the tacit knowledge and the real-world 
experiences of individual network members, there is also a greater will-
ingness to appreciate the validity of these diverse forms of knowledge in 
such non-hierarchical settings. Deliberative forms of interaction over a 
period of time facilitate learning processes and allow trust to be built up 
within the network. This occurs because actors within networks “pursue 
repeated, enduring exchange relations with one another”.4 Trust, which 
is a social relation whereby network members come to believe that other 
members will not exploit their relationship through opportunistic actions 
or self-regarding behaviour, also provides a supportive environment for 
learning.5 As a result of learning, network members may come to redefine 
their interests in favour of group goals, enhance their own capacity to 
meet group targets as well as discover new ways of achieving these goals 
and even new projects to pursue. As Anne-Marie Slaughter argues, these 
are “the conditions essential for long-term cooperation”.6
 The rest of the essay shows how East Asian financial cooperation 
was facilitated by the depoliticized nature of the collective goods being 
sought—the development of regional capabilities in financial crisis man-
agement/prevention and the development of sound domestic banking 
and financial systems—and by its pursuit through two networks that 
facilitated learning through knowledge production and exchange—the 
ASEAN+3 finance ministers process in conjunction with the partially 
overlapping network of central bankers called EMEAP (Executives’ 
Meeting of East Asian and Pacific Central Banks).

The Evolution of East Asian Regional Financial 
Cooperation7

The primary catalyst for regional financial cooperation was the 1997–1998 
Asian financial crisis, which prompted East Asian states to search for ways 
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to prevent or minimize the occurrence of similar episodes in the future. 
These states opted to collaborate through two regional fora, ASEAN+3 
and EMEAP. The ASEAN+3 finance ministers’ forum, an integral part of 
ASEAN+3, focuses on four specific projects in regional financial coopera-
tion: (i) the CMI as a regional liquidity facility; (ii) regional bond market 
development through the ABMI; (iii) the economic review and policy 
dialogue process (ERPD), or regional surveillance; and, (iv) the ASEAN+3 
Research Group. The latter two activities, in effect, provide valuable sup-
port for the former two projects. EMEAP, a grouping of eleven central 
banks from East Asia, Australia and New Zealand, was established in 1991 
to undertake more intensive central bank cooperation.8 As the discussion 
to follow reveals, both these regional networks have, since 2000, been 
successful in expanding the agenda of regional financial cooperation, in 
helping to disseminate information on establishing effective domestic 
financial governance under conditions of globalization and even in coor-
dinating national actions, albeit of a limited kind.
 The CMI, launched by ASEAN+3 as a regional liquidity fund in May 
2000, was initially designed as a series of bilateral swap arrangements 
negotiated between different pairs of ASEAN+3 countries, whereby 
governments could exchange their local currency for international cur-
rencies in the event of a currency crisis.9 Although the CMI’s funding 
pool reached US$36.5 billion within four years, many shortcomings 
remained.10 Only small amounts of emergency financing were available 
to individual countries, made worse by the fact that each bilateral swap 
had to be activated individually before funding could become available 
during a crisis. Moreover, 90 per cent of available funds was subject to 
adoption of International Monetary Fund (IMF)+ conditionalities, fur-
ther limiting the amount available for emergency assistance. An (IMF) 
involvement was necessary as the surveillance mechanism linked to the 
CMI was rudimentary, initially based on the voluntary exchange of infor-
mation between the parties involved in each bilateral swap agreement, 
thereby introducing a moral hazard dynamic into the CMI that required 
IMF participation to overcome.11

 Yet, within a year in May 2005, ASEAN+3 finance ministers had 
announced a series of measures to address these shortcomings and 
expand the fund.12 By May 2006, the CMI funding pool had reached a 
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substantial US$77 billion while the Asian Development Bank (ADB) had 
developed a prototype framework that would allow collective activation 
of bilateral swaps, both of which substantially increased the amount of 
emergency funding that could be made available to individual countries. 
The amount that could be drawn without IMF supported programmes 
was also increased to 20 per cent, with plans to increase this to 30 per 
cent,13 while a more comprehensive surveillance mechanism was also 
instituted involving all the members of ASEAN+3, thereby reducing the 
moral hazard problem. Although participation in surveillance remains 
voluntary, once a government has chosen to participate in surveillance, 
it must comply with all surveillance requirements while access to emer-
gency funding from the bilateral swaps is now conditional on participa-
tion in ASEAN+3 surveillance. In October 2008, ASEAN+3 members 
established a technical working group to explore ways to double the CMI 
from the present US$84 billion, and to turn it into a true multilateral 
fund through reserve pooling that would also provide emergency funding 
for a host of other liquidity-based problems, in addition to its original 
mandate to help countries face currency crises.14

 To address the problem posed by shallow domestic financial markets, 
which had led firms in these states to borrow foreign currency denomi-
nated short-term loans for their long-term financing needs, the region’s 
central bankers set out to develop a regional bond market to provide East 
Asian firms with better financing options.15 Such structurally mismatched 
borrowings had contributed to the Asian crisis once domestic currency 
values plummeted. Two regional bond funds—the Asian Bond Funds 
1 and 2—were launched in 2003 and 2004, the first investing in US$-
denominated bonds issued in eight EMEAP countries (excluding Japan, 
Australia and New Zealand) while the second was aimed at investing in 
domestic currency bonds issued in these states.16 Since its launch, the 
second bond fund (ABF-2) has been well-received by the market as it pro-
vides financing options for firms in domestic currency, thereby reducing 
the risks of borrowing in a foreign currency, while catalysing regulatory 
and tax reforms within countries.17 Complementing EMEAP’s two Asian 
bond funds is the ABMI launched by ASEAN+3 in 2002. Its objective is 
to help members develop the national infrastructure needed to support 
efficient national bond markets, particularly through working groups that 
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would provide technical information and operational knowledge on how 
to develop suitable regulatory frameworks, new securitized debt instru-
ments, credit guarantee mechanisms, foreign exchange transactions and 
settlement mechanisms, and enhanced rating systems.18

 In short, East Asian regional financial cooperation has advanced in 
quite significant ways in less than a decade. Although cooperation has 
not always been free of problems and setbacks, nonetheless, the advances 
made are noteworthy for a region without much of a history in regional 
financial cooperation and lacking the capacity to do so.19 What accounts 
for these advances?

Accounting for Advances in Regional Financial 
Cooperation
Clearly, the financial crisis was the primary impetus for regional financial 
cooperation in East Asia, with regional states also concerned that the 
global financial community was unwilling to regulate global speculative 
activities that East Asian governments (and others) believed were at the 
heart of the Asian crisis. Unlike in the Asia-Pacific Economic Cooperation 
(APEC), where members held diametrically opposed views on the causes 
of the crisis and appropriate solutions to it, the East Asian states were 
able to more easily begin cooperating through ASEAN+3 (and EMEAP) 
to establish the CMI as they shared similar views both on the causes of 
the crisis and the requisite solution—a regional liquidity fund.20 Also rec-
ognizing that regulatory and structural weaknesses in domestic banking 
and financial markets had aggravated the actions of speculators, these 
states were also intent on putting in place sound domestic banking and 
financial systems. In short, regional financial cooperation was regarded 
as a regional public good, generating positive gains for participating 
states and ultimately for the region. The resultant political decision by 
East Asian states to collaborate was clearly a crucial factor in beginning 
cooperation on finance; it was also critical in advancing cooperation to 
the next level—functional spillovers—at key junctures, as for instance 
in May 2005 for the CMI.
 However, the political commitment to begin and continue coopera-
tion cannot by itself account for the advances made in these projects. 
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What was equally critical was the production and exchange of technical 
information and analytical knowledge, which allowed these states to 
close the gaps in information and knowledge that would have otherwise 
hindered progress in projects like the CMI, regional surveillance, and 
the regional bond funds despite the political will to proceed. It is in this 
regard that the network features and functions displayed by the ASEAN+3 
finance ministers forum and EMEAP were important.
 First, a large part of the activities of these two networks involved 
the production and sharing of new technical/analytical information and 
knowledge. This included operational or practical knowledge on run-
ning effective banking and financial systems and in responding to the 
challenges posed by global financial markets. The pooling of information 
and knowledge through the dialogue processes associated with these 
two networks helped very diverse economies learn from the experiences 
of other countries. Officials, including a former Indonesian minister of 
finance interviewed by this author, have emphasized the sharing of expe-
riences on governing financial markets to be one of the most important 
functions of these networks, which allowed members, especially those 
newly grappling with these issues, to know how others dealt with similar/
existing situations or how they were addressing new problems arising from 
globalized financial markets.21 In addition, a good portion of the work in 
these networks was aimed at producing comparable data and information 
on economic and financial indicators in regional states, thereby aiding 
comparative analysis and regional surveillance. This is a highly signifi-
cant achievement as even the IMF, at the time of the crisis and for some 
years following it, did not possess such information on regional states, 
particularly on short-term capital flows. These networks have also been 
responsible for the development of analytical tools for regional surveil-
lance, templates for bilateral swap agreements and models for the collec-
tive activation of bilateral swaps. Through their knowledge production 
and sharing activities, which was undertaken with the aid of monetary and 
financial experts from the ADB, regional academics, including through 
the ASEAN+3 Research Group, and fund managers and financial analysts 
from the private sector, these networks have managed to overcome the 
considerable technical and analytical barriers to advancing projects like 
the CMI, the ABMI and the two regional bond funds.22
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 One example serves to illustrate the point that regional financial 
cooperation was not simply a question of political will but also con-
fronted knowledge gaps that hampered progress. When EMEAP decided 
to launch ABF-2, the regional bond fund that was to invest in domestic 
currency-denominated bonds issued by East Asian states, central bankers 
had to come up with a range of standards for bonds to be issued in differ-
ent local currencies. It was during this exercise that the barriers to coop-
eration posed by diversities in banking and financial systems, monetary 
policy regimes, and capital market development across East Asia became 
evident. By getting involved in designing, executing and promoting the 
ABF-2, central bankers gained valuable knowledge about these market 
impediments, which also enabled EMEAP to devise practical solutions 
to address these problems.23 The difficulties posed by heterogeneity 
across East Asia also prompted research studies, including through the 
ASEAN+3 Research Group and by drawing on the region’s monetary 
experts, on how to promote regional bond market development while 
maintaining market diversity. Thus, another useful feature of these two 
networks is their dominance by technocrats—officials of central banks 
and finance ministries—and the participation of monetary experts from 
academia and the private sector who have maintained good working 
relations with each other over a period of time through their interac-
tions in many track two fora in the region.24 By sharing also a common 
disciplinary background in economics more generally, occasionally in 
monetary economics, these technocrats and experts effectively func-
tioned as members of an epistemic community.
 Aside from knowledge production and dissemination, the delibera-
tive and consensus-seeking approach to interactions in these networks 
has been crucial in accommodating and respecting the diversity of 
member countries, which has, in turn, helped to depoliticize their finan-
cial cooperation activities. Moreover, all discussions in these networks 
have reportedly been frank and open, which also aided attempts to find 
solutions to problems that prevented cooperation, including by commis-
sioning further study and consultation with outside experts as well as 
through learning from the experiences of other countries. Negotiation 
and bargaining between members has not been a dominant feature in 
ASEAN+3 or EMEAP thus far.25 Yet, consensus has been reached on 



20

rsis Monograph no. 15
collaboration under anarchy: Functional regionalism and the security of east asia

contentious items, most significantly on the commitment by all members 
to participate fully in and strengthen regional surveillance, including shar-
ing sensitive information on capital movements. Governments had been 
reluctant to make these commitments when financial cooperation first 
began. These advances have been possible also because member govern-
ments recognized that these projects had public goods characteristics, 
providing generalized benefits to their respective economies. Coopera-
tion was therefore operating in a depoliticized manner as distributional 
consequences were minimal for the finance projects in question.
 A third factor responsible for the advances seen in these projects, 
particularly the CMI, was the joint leadership provided by two major 
member states—Japan and China—that were also strategic rivals during 
much of this period. Leadership may be defined as the ability of an actor 
(or group of actors) to influence, persuade and facilitate others to take 
part in and contribute toward the effectiveness and success of some 
cooperative venture. In certain circumstances, leadership also involves 
the contribution of financial resources to support joint activities, for 
instance, to fund knowledge production or, in the case of the CMI, to 
build the funding pool. Although Dieter asserts that rivalry between these 
two regional players had hampered the CMI,26 the reality is that both 
parties played key roles in advancing this project and have not derailed 
it. While the Japanese finance ministry was responsible for initiating 
the CMI, in designing and negotiating the general terms for the bilateral 
swap arrangements, and in providing much of its initial funding pool and 
other financial assistance, China too made significant contributions as 
the second key lender after Japan during the project’s early years.27

 It is possible that competition for regional leadership between Japan 
and China accounts for some of the notable commitments to the CMI 
made by these countries to date—as both parties, particularly China, 
seek to display their leadership credentials. This may also be one reason 
why Sino-Japanese rivalry has not derailed cooperation in the ASEAN+3 
and EMEAP networks. However, another plausible reason is simply that 
both Japan and China value regional financial cooperation too much to 
derail it. Japan is intent on avoiding future crises given the close interre-
lationships between the Japanese and East Asian economies, while China 
reaps considerable benefits from the CMI and the bond market initia-
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tives, which have allowed it to tap into their associated capacity building 
initiatives while also learning from the experiences of other states when 
reforming its own banking and financial system.28 Although this does not 
guarantee that tensions between the two strategic rivals might not derail 
cooperation in the future, two things suggest guarded optimism: first, the 
domestic and regional benefits provided by these cooperative projects 
could overcome tensions between the two states; and second, the strategic 
tensions that characterize China-Japan relations usually operate in areas 
removed from the world of finance ministries and central banks. It was 
for these reasons that the political decision in May 2005 to advance the 
CMI was made despite political relations between China and Japan being 
at their lowest in three decades. As Japanese Finance Minister Sadakazu 
Tanigaki noted at that time, “Whatever happens, we need to promote 
financial cooperation even if there are [political] issues”.29 Political differ-
ences and historic rivalries are less likely to disrupt trans-governmental 
cooperation in finance when the economic benefits of such projects are 
clearly perceived by all parties.

Conclusion: The Limits of Depoliticization and 
Functional Cooperation
The analysis in this essay yields the following findings. East Asia embarked 
on financial cooperation due to a political decision by regional states to 
collectively establish regional capabilities in financial crisis management 
and prevention, and to develop sound domestic banking and financial 
systems across the region following the 1997–1998 Asian financial crisis. 
However, three other inter-related factors were important in ensuring 
that cooperation on these three projects could advance beyond that initial 
decision to collaborate. One, financial cooperation took on the form of a 
public good, promising overall benefits to national and regional society, 
thereby muting also any domestic distributional effects financial coop-
eration might have generated as well as reducing relative gains concerns 
among states. Two, cooperation largely emphasized the generation and 
sharing of technical/analytical knowledge involving experts and tech-
nocrats, which made cooperation on these projects more of a technical 
venture rather than a political undertaking. Three, the non-hierarchical 
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or network features of the two institutional platforms through which 
financial cooperation proceeded—ASEAN+3 and EMEAP—ensured that 
the diversity of participating states was respected and facilitated learning 
processes. These three factors collectively served to depoliticize financial 
cooperation for much of the 2000–2008 period, which, in turn, allowed 
regional financial cooperation to advance in significant ways.
 However, the region appears to have reached the limits of depoliticized 
financial cooperation. Further advances require states to go beyond knowl-
edge production and sharing activities into areas of policy coordination, 
particularly on currency matters, while network institutional forms need 
to be supplemented by hierarchical structures for regional surveillance 
that some states fear could undermine domestic policy autonomy. Finance 
officials and central bankers have been unable to reach a consensus on 
adopting an independent or third-party surveillance mechanism despite 
the considered view of monetary experts and some central bankers that 
it is central to building an effective multilateral regional liquidity fund 
and to secure regional financial stability.30 An independent surveillance 
mechanism that assumes a more hierarchical institutional form also means 
that ministers would not be primarily responsible for deliberating on the 
surveillance reports of the different countries, as is the present peer-review 
arrangement that also permits governments much leeway on their policy 
choices without the worry of being sanctioned by their peers. Concerns 
with maintaining policy autonomy and the confidentiality of sensitive 
financial information have “derailed constructive discussions of an appro-
priate surveillance mechanism” for more than five years.31 Similarly, East 
Asian governments have been reluctant to cooperate on a common cur-
rency regime or even a coordinated currency regime even though these 
areas of cooperation are vital to ensuring exchange rate stability, which 
is, in turn, vital for a thriving regional bond market and to expand trade 
and other economic relations within the region.32 Although there is now 
discussion on these issues in both ASEAN+3 and EMEAP, governments 
seem reluctant to ratchet up their cooperation into currency matters 
as they will have to cede much valued policy autonomy over domestic 
currency values and arrangements, which also have more distributional 
consequences within and between states when compared to the present 
financial cooperation projects.33
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 For these reasons, the neo-functionalist logic of functional spillovers 
may be limited as a driver of further financial cooperation in East Asia. 
Cooperation that was initially functional and technical will eventually 
become politicized because new areas of financial cooperation that 
are required, for instance, on currency and exchange rate matters and 
in creating independent regional surveillance, mean governments will 
be more constrained in how they are able to govern their economies 
domestically. These new areas of cooperation are also likely to display 
greater distributional effects domestically. However, the ongoing global 
financial turmoil may provide the second political impetus (the first 
was the 1997–1998 financial crisis) to ratchet up regional cooperation 
in finance. For this to succeed, governments must find ways to address 
the domestic distributional consequences that may arise, for instance, 
from regional currency coordination while governments must also be 
willing to limit their autonomy to use monetary and financial policy to 
meet purely domestic objectives.
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the problems and prospects oF an 
Integrated regIonal energy marKet

Youngho Chang

When two individuals exchange their goods and services, 
both will benefit from trading. This is not only the case in 
a two-person exchange economy, but would be the case in 

a multiple-persons setting.1 Over the several decades, integration has 
appeared in various areas such as international relations and trade. There 
are numerous examples of such integration: the United Nations for inter-
national relations, General Agreements on Tariffs and Trade (GATT) 
and WTO for global trade. A free trade agreement (FTA) between two 
countries is a mutually exclusive integration for trading goods and serv-
ices. Slightly different but built on the same concept of integration is the 
International Energy Agency (IEA), which has been formed by developed 
nations after two oil shock in the 1970s.2 The IEA is an outcome of such 
integration efforts especially for energy among energy-importing coun-
tries. However, under the IEA, the consolidated efforts do not necessarily 
mean an integrated energy markets across member countries. Rather, a 
closer example for an integrated regional energy market is found in the 
prototype of the EU that first appeared in 1951 as an agreement for coal 
and steel for European countries.
 The underlying theme of forming such integration efforts in world 
economics and international relations presents our belief that coopera-
tion makes the involved parties better off rather than isolated efforts by 
an individual or country do. This belief, then, leads us to the discussions 
of control and confinement versus cooperation and coordination in 
energy issues. Do we prefer one over another or do we sustain an equal 
importance between the two? This chapter explores the prospects of an 
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integrated energy market in the region, examines what it would bring to 
the region, and envision how we could prepare to make such an integrated 
energy market full-fledged.
 More specifically it discusses why we need an integrated energy 
market (along with the definitions, scope and characteristics of the 
market) and what kind of gains we get from such an integrated energy 
market—economic, environmental, security, etc. These discussions are 
hinged mainly on the premise that we expect such an integrated energy 
market would improve the welfare of people in the region. It also reviews 
what we could learn from efforts of launching an integrated energy market 
in other regions such as EU in terms of (but not restricted to) setting 
goals, objectives and timelines of launching an integrated energy market 
(and common energy policy). 
 Following these discussions and reviews, this chapter examines what 
kind of efforts ASEAN or countries in the region has put to launch an 
integrated energy market. It also questions whether any organization has 
been set up to take a role in launching an integrated energy market (or 
there are similar entities in the region that do such a role currently). Spe-
cifically, it questions whether a few coordinated efforts in the region such 
as the APG, the TAPG or any other economic and energy cooperation and 
developments in the region like the GMS can be considered a necessary 
initial step for launching an integrated energy market. As a way of con-
structing an integrated regional energy market, this chapter suggests the 
region adopt a “competitive competition” framework. In the “competitive 
competition” framework, the region works collectively towards increasing 
the size of an economic pie or a market while each country competes to 
catch a larger share of the pie in the integrated market.

Lessons Learned from Integrated Energy Markets
The EU has shown that a full-fledged integrated regional market from 
economic to political context can work well and more importantly the 
market has been performing successfully.3 Its gross domestic product 
(GDP) at purchasing power parity is estimated at $14.43 trillion while 
$16.62 trillion at official exchange rate in 2007 (this is larger than GDP 
of the world’s largest economy as an individual economy—the U.S. and 
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covers more than one third of world GDP). Its GDP growth rate is esti-
mated three per cent in 2007 and per capita GDP at purchasing power 
parity is $32,700 in 2007 (this is within 30 highest countries).4 The EU 
experiences provide a few lessons and draw the directions for construct-
ing and initiating, if not started already, an integrated regional energy 
market. This section reviews what lessons we have learned from the EU 
experiences, examines the benefits from an integrated energy market 
and identifies possible obstacles and the status of implementing such an 
integrated regional energy market.
 First, what do we learn from the efforts put into launching and sus-
taining an integrated market in the European Union? In a recent special 
report on the EU, the Economist claims that “the EU has been far more 
successful than anyone expected when the Treaty of Rome was signed 
half a century ago” though it faces a few big problems it needs to solve.5 
The EU started and developed from a regional coalition for coal and steel 
set up in 1951. The European Economic Community (EEC) was officially 
established from the Treaty of Rome signed by six European countries 
(France, then West Germany, Italy, Belgium, the Netherlands and Lux-
emburg) in 1957 and it became a common market soon after. There were 
two events that had stimulated the formation of the EEC—the French 
National Assembly’s rejection of the proposed European Defence Com-
munity in 1954 and the Suez Crisis in 1956. The former reasserted the 
importance of a nation-state in the Europe while the latter emphasized 
the urgency of a European community. With a successful implementation 
of a common currency for the EU since 1999, it now introduces more 
integrated markets into the community from electricity to energy and 
carbon rights. An integrated electricity pool between Nord Pool and 
Danish and Dutch electricity markets can shed some light on the way 
for which an integrated electricity market in the region should head. The 
common electricity market throughout the EU also gives valuable lessons 
for the region in which an idea of launching an integrated energy market 
is germinated. Establishing a so-called independent regulatory body is 
a pre-requisite for a successful integration of electricity markets while 
controlling market power is another critical factor that is contained for 
a successful integration and implementation of electricity market.6
 Second, what kinds of benefits are possible from launching an 
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integrated energy (or electricity) market in the region? A study that 
examines strategies for regionally integrating electricity supply in West 
Africa suggests an integrated approach in which fast retirement of the 
obsolete power plants are advised and new investment projects at the 
whole sub-regional level are coordinated.7 This approach is compared 
with an “autarkical” strategy in which adequate expansion of national 
power generation systems is a stand-alone decision and the exchanges 
of electricity among the countries in sub-zones are considered and 
made. With simulations of a “bottom-up” electricity system expansion 
planning optimization model, the study finds that an integrated strategy 
would bring benefits such as reduced capital expenditures, lower elec-
tricity supply cost, and enhanced system reliability. Similarly the APG 
that connects Indonesian archipelagos, Singapore, Peninsular Malaysia, 
Kalimantan, the Philippines and the Greater Mekong sub-region would 
bring some benefits to the region. But the expected benefits that would 
be realized under such an integrated electricity grid (possibly together 
with a market) remain to be seen.
 Third, have we implemented an initial step to build an integrated energy 
market in the region? What is required of, necessary and appropriate to 
be an integrated energy market? Is providing a portal for energy trading 
sufficient enough for launching such a market? If oil is the concern of the 
region for an integrated energy market, what can we provide to launch an 
integrated energy market for oil? Is setting up an oil trading floor enough 
to make such a market function properly? Could building an oil-stockpile 
help in making the market function smoothly? Is a common oil-stockpile 
necessary for a well-functioning integrated energy market? An oil-stockpile 
in the region could supplement a common energy market by providing a 
buffer for a short-term fluctuation in oil supply or supply shortage, but its 
real effects on the market would be minimal as other oil stockpile or the 
Strategic Petroleum Reserve of the U.S. has shown. These appear to have 
a relatively small impact on buffering highly volatile oil prices.
 How can an integrated energy market in the region start? It can 
start with the formation of a common market for energy resources that 
are abundant and necessary in the region. The resources that fit these 
characteristics are electricity and natural gas. This region has a huge 
potential for hydropower and relatively large reserves of natural gas. The 
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share of natural gas reserves in the Asia-Pacific countries is 8.2 per cent 
at the end of 2007 compared to 3.3 per cent of oil reserves.8 A study on 
regional cooperation and energy development in the GMS shows that the 
total exploitable hydro potential (168,000MW) is more than 15 times of 
the installed capacity (11,204MW) in the region in 2001.9 To make this 
potential into reality, a regional power-grid-based market needs to be 
established as one country cannot afford the total costs required for the 
development. Moreover the country may not able to absorb the entire 
amount of electricity supply produced by their hydro potential.
 Natural gas is more abundant in the region compared to crude oil as 
noted above. Total reserves of natural gas are enough for consumption 
of the countries in the region more than 40 years assuming the current 
level of consumption level is sustained and the reserves are used only in 
the region.10 This could imply that it would bring benefits to the region if 
a supply chain for natural gas in the region is connected via pipelines or 
liquefied natural gas (LNG) terminals and tankers. A Pan Asian natural 
gas trade model shows that there would be net gains among traders in the 
region if a full-fledged gas trade networks are implemented.11 Though this 
is done based on a hypothetical setting, this would support or strengthen 
the prospects of an integrated energy market in the region. Along with 
this line, how the proposed TAGP could help launch an integrated energy 
market could be examined. “The pan-Asian gas trade model” including 
countries in the Middle East, ASEAN, and East Asia such as Japan, China, 
and Korea, and Russia shows that a full-fledged gas trade would lower 
the general price level in the region and increase trade volume, but a 
few countries have to face higher prices than what they had before the 
full-fledged gas trade occurs.

Efforts for Launching an Integrated Energy 
Market in ASEAN
Energy security—supplying energy in a reliable and stable way at a rea-
sonable price—has been approached somewhat collectively in ASEAN 
since 1986 when the ASEAN Petroleum Security Agreement was signed 
in Manila with six states as parties.12 There have been various develop-
ments in energy cooperation and programs in the region. Recently, with 
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regard to an integrated energy market, Singapore Prime Minister Lee 
Hsien Loong had spoken about the merits of integrated regional energy 
at the EAS in Cebu in mid-January 2007. His views were supported by 
the other EAS Leaders, and they decided to encourage “the develop-
ment of open and competitive regional energy markets geared towards 
providing affordable energy at all economic levels”. (The EAS member 
countries comprise all 10 ASEAN members plus China, Japan, Korea, 
India, Australia and New Zealand.)
 An outline about how an integrated regional market on energy can 
benefit countries in the region has been presented at the EAS. Setting an 
ensuring efficient energy supplies at affordable prices as a key objective 
of energy policy, EAS identifies the establishment of efficient and flexible 
international and regional energy markets is an important strategy to 
achieve the stated goal in the long term. (The energy market was framed 
in the context of the EAS geographical footprint. But there might be no 
need to limit discussion on launching an integrated energy market to the 
EAS region. If the region becomes large, it would only make integration 
much more challenging.) According to the economic theory introduced 
in the first paragraph of this chapter, when individuals or countries form a 
coalition or trade among them, it would bring benefits to them. However, 
when the number of participants get larger, there might be an empty in 
the core, i.e. no coalition is formed or trade occurs so that no benefits 
can be accrued to the participants. This possibility of having an empty 
core must be avoided when a coalition is formed, especially in an early 
stage of the coalition. The optimal number of participants is not verified 
yet, but it must be large enough for accruing mutual benefits and small 
enough so that the possibility of an empty core is avoided. The progress 
of talks under international agreements such as the Doha Round or the 
Kyoto Protocol has shown how difficult large coalition brings benefits 
let alone reach mutual agreements on issues discussed.
 Upon noticing the possibility of the empty core, we can start to form an 
integrated energy market in a relatively small scale, any number between 10 
to 20 countries, to avoid being too small. Second, the scope of the integrated 
energy market must be transparent and straightforward. For example, 
the utmost goal could be providing electricity all the time at a lowest cost 
possible and without being influenced by market power and/or distorted 
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by political discord. These efforts must be pursued in the framework of 
“competitive cooperation” in which the cooperative efforts to increase an 
economic pie are collectively pursued while the pursuant of increasing the 
market share of each country is made individually and competitively.
 There are three movements that have put cooperative efforts to build 
an integrated energy market in the region with or without economic 
cooperation and development. These are the GMS economic cooperation 
and development, the APG and the TAGP. The GMS has formed a sub-
regional economic cooperation program in 1992 aided by the ADB. The 
program has helped the countries in the region achieve economic growth, 
but its potential for economic growth has not been fully utilized.
 After completing an interconnection master plan in March 2003, 
steps needed to make the APG fully workable have been identified and 
more efforts have been put in to make it operate at a full scale. But there 
are obstacles in commercial justification and availability of funding. Even 
though very tangible benefits accrued from the APG, the memorandum 
of understanding (MOU) on the APG was made only in 2007. As for the 
TAGP, the MOU on TAGP was signed in July 2002 and joint studies on 
cross-border issues such as tariffs, transit rights and security of supply was 
expected to be facilitated. The establishments of the APG and TAGP in 
the ASEAN are considered an initial groundbreaking step for launching 
an integrated energy market in the region. But the slowness in develop-
ing further enhancement of a common infrastructure for electricity and 
natural gas in the region proves that there are various obstacles to be 
cleared before a full-blown and well-functioning integrated energy market 
can be launched. Launching an integrated energy market is not only a 
long-term goal but a short-term target that can be met via forming an 
integrated energy market with a small group or scale such as a coalition 
of three to four countries for sharing electricity or natural gas.
 The necessity, feasibility and plausibility of establishing an integrated 
regional energy market has made a good consensus among the interested 
countries. The initial clearance for proceeding with the integrated market 
such as MOUs is well made. However, the consensus on some critical factors 
such as financial and cost sharing, and political will has not been reached yet. 
A viable option at a small scale must be identified and pursued first as the 
EU had started from cooperative efforts at a small scale for coal and steel.
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Conclusion
This chapter reviews what has been done with integrated energy markets 
in the world and examines the possibility, plausibility and obstacles of 
launching an integrated energy market in the region. The common Euro-
pean market could shed some light on how the region can launch an inte-
grated energy market. An integrated electricity network in West Africa 
is expected to bring some benefits such as lower electricity supply cost 
and enhanced system reliability to the countries linked to the network. 
A pan-Asian natural gas trade model also presents that net gains would 
be possible under a full-fledged trade framework in which all countries 
are connected via either gas pipelines or LNG terminals and tankers.
 A few movements in economic cooperation and energy development 
such as the GMS economic cooperation and development, the APG and 
the TAGP could be considered an initial step to launch an integrated 
energy market in the region. Energy market integration spearheaded in 
the EAS in January 2007 would spur the movements towards launch-
ing an integrated energy market in the region. It could be said that the 
region has put appropriate efforts to pave a way towards introducing an 
integrated energy market in the region. The specific ways to make an 
integrated energy market fully operational in the region requires more 
feasibility studies and cooperative efforts among the parties involved in 
forming a coalition for such a market along with firm political will and 
robust economic drivers.
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non-tradItIonal securIty 
challenges In east asIa

pushing the liMits oF Functional 
cooperation in east asia

Mely Caballero-Anthony

Over the last decade, the regional security environment in Asia 
has changed dramatically. While the risks of major armed con-
flict and interstate wars are said to be in decline,1 the region is 

increasingly confronted with new security challenges emerging from a 
host of transnational threats. Of late, there is growing recognition that 
new security challenges are proving to be more severe and more likely 
to inflict more harm to a greater number of people than conventional 
threats of interstate wars and conflicts. As a consequence, policymakers 
in the region have had to re-think their security agendas and find new 
and innovative ways to address these new security challenges. These, in 
turn, have had profound implications on states’ behaviour and the nature 
of regional security cooperation in the region.
 In addressing a growing list of transnational, non-traditional security 
(NTS) challenges ranging from infectious diseases, global warming, envi-
ronmental degradation, migration, and many others—state actors have 
often turned to their immediate neighbours for help and resort to a type 
of regional modality, which facilitates inter-state cooperative response. 
This modality is in the form of functional cooperation. Albeit conceived 
originally as a means for deepening regionalization and integration, 
functionalism works on the premise that enhanced interstate coopera-
tion, either within specific issue-areas or across issue-areas promotes and 
leads to growing interdependence among regional states, which in turn 
provides the incentive for going the way of integration.2 One notes how-
ever that the earlier enthusiasm, particularly among regional integration 
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theorists, about the spill-over effects of enhanced inter-state coopera-
tion leading to some kind of supra-national governance had turned to 
deep misgiving from the very enthusiasts of integration itself. Recall for 
example the famous lamentations of Ernst Haas as reflected in his 1975 
work on “The Obsolescence of Regional Integration Theory”.3 Deep was 
the disappointment then when the promise of increased cross-border 
transactions—which in turn reaped maximum benefits and resulted in 
the process of ceding some amount of sovereignty to a regional organi-
zation—had either been too slow in the creation of regional institutions 
or in some cases, had not materialized.4
 Yet quite interestingly, two decades later, there has been a renewed 
interest in functionalism and its variant—neo functionalism both in 
Europe and Asia. Looking at the transformation of the EC to the EU and 
the developments taking place in ASEAN with its adoption of the Charter 
and establishment of the three-pillared ASEAN community comprising 
the ASEAN Economic Community, ASEAN Political and Security Com-
munity and the ASEAN Socio-Cultural Community, one could therefore 
argue that despite obstacles to deeper regional integration/institutionali-
zation, functional cooperation matters. The only caveat that should be 
made in the context of Asia is that while increased “transactions” and/
or deeper inter-state functional cooperation do lead to the creation of 
institutions, the latter do not necessarily lead to the ceding of sovereignty 
of the kind that requires the transfer of allegiance from national entities 
to regional organization.
 Both the argument and caveat are applied in the context of East Asia 
where there is a noticeable trend among state actors to turn to regional 
modalities as the preferred framework to respond to a growing list of 
transborder problems. In an increasingly interconnected world, states’ 
responses to growing economic and political-security interdependence 
have prompted them to appreciate the merits of enhancing functional 
cooperation and more importantly, reconsider their initial reservation 
against building regional institutions. And it is the area of NTS where 
this trend is best demonstrated.
 The main objectives of this chapter therefore are two-fold. First, is to 
examine why enhanced inter-state cooperation is critical in addressing 
NTS security challenges. The second is to show how the cooperation 
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and interdependence, as a function of shared set of values and interests, 
informs regional policies and leads to the emergence of new regional 
institutions.
 The chapter begins with a brief discussion on NTS and proceeds with 
identifying a number of NTS challenges that have led to new institutions 
and are re-shaping the contours of regional security architecture in East 
Asia.5

Non-Traditional Security: New Wine in Old Bottles?
A common trend that has been observed by a number of security scholars 
in Asia is the growing tendency to highlight and designate any security 
concern that is non-military in nature as NTS.6 The appropriation of the 
security label attached to risks/threats, for example, environmental deg-
radation and pandemics, has therefore been a significant development. 
It is significant in that “security-framing” is deemed to be an effective 
way to bring attention to these NTS challenges, convey urgency and 
command governmental resources to address them.
 An important question often raised about NTS is the types of issues/
threats that would fall under this rubric. One would note that despite the 
emerging trend towards security framing, there is yet to be a consensus 
definition on what it really means since the issues that would fall under 
NTS are often contextually defined. For example, what may be NTS 
issues in one country like economic security, food security or energy 
security could already be part of the traditional concept of security in 
the other. As one scholar had previously argued, energy security which 
is now included in the rubric of NTS in Asia had long been a part of a 
country’s (i.e. Japan) traditional security issues.7 Hence, a key point to 
emphasize here is the fact that NTS issues are not only contested but 
also complex.
 To help in the conceptualization of NTS, the newly established 
Consortium on Non-Traditional Security Studies in Asia (NTS-Asia) 
has defined NTS issues as those challenges that affect the survival and 
well-being of peoples and states that arise primarily out of non-military 
sources, such as climate change, resource scarcity, infectious diseases, 
natural disasters, irregular migration, famine, people smuggling, drug 
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trafficking and transnational crime. Aside from these issues being non-
military in nature, they also share common characteristics, namely: 
transnational in scope (neither purely domestic, nor purely inter-state); 
come at very short notice and are transmitted rapidly due to globalization, 
and communication revolution; cannot entirely be prevented but coping 
mechanisms can be devised; national solutions are often inadequate and 
would thus require regional and multilateral cooperation essential; and 
finally, the object of security is no longer just the state (state sovereignty 
or territorial integrity), but also the peoples (survival, well-being, dignity), 
both at individual and societal levels.8
 In brief, while efforts are being done to bring more attention to non-
traditional security issues, the main thrust in this chapter is to examine 
not just the emerging threats to peoples’ lives and security; but more 
importantly show how these shared concerns—i.e. risks/threats—are 
influencing state behaviour leading them to draw closer and establish 
regional institutions to respond to these complex security challenges. As 
the discussion will show, the management of risks and threats lies not so 
much in reacting to events as in preparing advance responses for them 
by way of attitudes and institutions to either mitigate the impact of the 
threats or minimize their scope for occurring in the first place.

NTS Threats to Human and State Security
In this chapter, I shall discuss three NTS cases in order to identify pat-
terns that are useful in attempting to understand the nature of functional 
cooperation that has taken place in the region as a way of responding to 
crises or threats.

Infectious diseases and pandemics
Despite the dictum that health is an integral part of state and human 
security, this is one area which has received less attention in regional 
security discourses in Asia—at least until the onset of SARS, or Severe 
Acute Respiratory Syndrome, in 2003. However, this is a trend that is 
not only unique to the region but indeed an important point that was 
highlighted in the World Economic Forum’s (WEF) 2006 Global Risks 
Report. While the Report ranked pandemics as among the highest in the 
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list of risks currently confronting the international community, it also 
concluded that despite the interplay of a number of global risks and their 
combined ripple effects, which can be potentially devastating— “disaster 
planning and crisis management suffer from a number of shortcomings”. 
Among these are limited investments of resources in health systems and 
varying responses to different assessments of threats.9
 The lack of preparedness and differences in threat perceptions stem 
from the lack of appreciation about the linkages between health and 
human security. In this era of globalization, infectious diseases have the 
capacity to detrimentally affect the security and wellbeing of all mem-
bers of society and all aspects of the economy. This was best illustrated 
in Asia’s experience with SARS where the extent of the perceived risk 
not only seriously disrupted the economy of the affected states, but had 
tremendous repercussions on regional security.10 Within just two months 
after its reported outbreak, SARS had infected close to 6,000 people and 
killed 200 in at least 26 countries. By the time the World Health Organi-
zation (WHO) declared that SARS had peaked, the total numbers came 
up to 8,402 infections, 772 deaths in 29 countries.11 SARS turned out to 
be one of the most devastating and feared diseases in modern history, 
and the events that followed after its first detection in February 2003 
demonstrated that the “pandemic” could have devastating consequences. 
Accounts from both print and broadcast media, and from narratives of 
people affected by SARS reveal that the impact of SARS was not limited 
to the loss of lives alone, but also extended to socio-economic, psycho-
logical, political, and security spheres of affected countries.
 Given the recent history of the SARS crisis in the region, the pros-
pects of pandemic outbreak—one that could possibly emanate from the 
mutation of H5N1 virus already endemic in Southeast Asia—threatens 
to overwhelm the healthcare capacities of many of states in the region. 
It was not too long ago that the WHO had declared Southeast Asia to 
be the “next ground zero” if the H5N1 virus mutates into the next pan-
demic.12 So far, Indonesia and Vietnam have had the highest number of 
fatalities from H5N1, making up more than half of the total number of 
reported 133 deaths.13 Hidden behind these numbers, however, are hun-
dreds more who suffer economic hardship. On a regional scale, H5N1 
is already responsible for $10 billion of direct economic costs to Asia,14 
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and with a conservative estimated cost of $99-$283 billion for a bird flu 
pandemic in East Asia alone, this challenge is as much one confronting 
healthcare agencies as it is a possible economic crisis.15

 How prepared is Southeast Asia for such a scenario? Other than 
one or two countries, information about disaster response and capabil-
ity from other countries in the region is still sketchy.16 Aside from the 
complex problems faced by states at the national level, such as the lack 
of contingency planning and coordination among state agencies, there 
has also been very little institutionalized regional cooperation in the area 
of public health policy. It was only after the SARS outbreak in 2003 that 
some regional mechanisms were proposed; among this was the need to 
build regional capacity for surveillance and disease control. Since then, 
through ASEAN, a regional task force was established to respond to the 
spread of avian flu in the region. A regional fund for avian flu was also 
created in 2005 with a three-year action plan.17 At the ASEAN+3 Health 
Ministers Meeting and the ASEAN Special Summit on SARS, several 
measures were outlined to put in place regional mechanisms to address 
the multiplicity of issues related to SARS. These measures involved the 
exchange of information and best practices in containing infectious 
diseases; strengthening of cooperation among front line enforcement 
agencies such as health, immigration, customs, transport and law enforce-
ment; and harmonization of travel procedures to ensure proper health 
screening at the points of origin.18

 The other key measure being considered at the regional and national 
level is deepening the cooperation between regional states and the WHO. 
More importantly, ASEAN countries are also exploring the possibility of 
developing a regional framework for rapid response to outbreaks of infec-
tious diseases. Malaysia, for example, has already proposed the setting 
up a regional centre of disease control (CDC), while efforts are underway 
to develop further the ASEAN-Disease Surveillance Network (ADSNet), 
which coincidentally was set up in April 2003—at the height of the SARS 
crisis. The significance of these initiatives cannot indeed be understated 
considering the importance that disease surveillance mechanisms play 
in identifying and crafting rapid responses to emerging health threats.
 These regional efforts were supplemented by other measures within 
the framework of the wider forum—the ASEAN+3 and the East Asian 
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Summit. These measures include strengthening of institutional capacities 
at national and regional levels to ensure effective and efficient implemen-
tation of avian influenza prevention; putting in place control programmes 
and pandemic preparedness and response plans; and enhancing capacity 
building in coping with a pandemic influenza. The latter would include 
establishing information sharing protocols among countries and multilat-
eral organizations and effective, timely and meaningful communication 
before or during a pandemic influenza outbreak.19

 One should note however that many of these proposed measures 
from ASEAN, ASEAN+3 and EAS still need to be implemented. And, 
given the lack of resources allocated to improving public health systems 
at the domestic level—national and regional capacities to respond to 
transnational health crises remain inadequate. In this regard, the region 
needs to consider a broader and more comprehensive strategy to prevent 
and contain the outbreak of infectious diseases. These would include, 
among others, improving regional preparedness through: (i) creating 
mechanisms for effective production and distribution of vaccines and 
other medicines; (ii) focusing on rapid response by providing additional 
human resources and financing; and, (iii) building credible and effective 
regional surveillance systems for monitoring infectious diseases. One 
should also include the need to improve the poor state of health infra-
structure in less developed countries, as well as address issues pertaining 
to the politics of crisis health management in the region.20

Coping with natural disasters
Asia is a region where major natural disasters often occur. Unfortunately, 
many states in Southeast Asia are least prepared to cope with these 
complex humanitarian emergencies. This gap was vividly illustrated in 
the December 2004 massive earthquake and tsunami in Indonesia where 
absent the humanitarian assistance provided by Western countries and 
international aid agencies, the impact on the humanitarian emergency 
could have been far more devastating. Is the region doing enough to 
protect the human security of its people?
 Since the 2004 tsunami, ASEAN countries agreed to enhance coop-
eration in emergency relief, rehabilitation and reconstruction, prevention 
and mitigation.21 ASEAN has also already started to conduct a Regional 
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Disaster Emergency Response Simulation Exercise (ARDEX-05).22 The 
simulation exercise is envisioned to be an annual exercise, bringing 
together several personnel and mobilizing light to medium equipment 
geared toward providing immediate humanitarian assistance to affected 
countries in times of natural disaster.
 Beyond ASEAN, disaster relief preparedness and responses has 
recently been included in the official agenda of the ASEAN Regional 
Forum. And, while there had been occasional “search and rescue” exer-
cises done over the last years under the aegis of the ARF Intersessional 
groups, Asian members countries of the ARF have recently agreed 
to hold is first civilian-military disaster relief exercises with major 
powers outside the region. At the last ARF meeting in Singapore in 
July 2008, it was decided that an ARF-wide disaster relief Workshop 
will be drawn up aimed at coordinating an ARF-wide or sub-regional 
training for disaster preparedness, and to explore the feasibility of an 
ARF humanitarian assistance military and civil defence assets template 
that could be utilized for disaster relief.23 Targeted to begin in 2009, the 
agreement effectively paves the way for militaries of ASEAN, China, 
India, the U.S., Russia and the EU member-states to help coordinate a 
disaster relief response.
 One notes that this multilateral disaster-relief relief exercises actually 
builds on existing bilateral exercises like the Philippine-U.S. Voluntary 
Demonstration of Response (VDR), and ASEAN’s ARDEX exercises. 
The plans to expand coverage and memberships of this type of exercises 
bode well for the mitigation of the impact of natural disasters which are 
occurring in increasing frequency in many parts of Asia. Nonetheless, 
one could still argue that more can be done in areas of prevention and 
by tapping the resources of the more advanced countries in East Asia 
and beyond. Among the ideas being floated are the crafting of a more 
effective regional early warning system (EWS), and assessing national 
strategies for disaster mitigation or risk reduction.
 From the above, one can argue that aside from the NTS threat of 
pandemics, natural disasters and their devastating impact seem the 
natural area where sub-regional and even inter-regional functional 
cooperation can flourish. It is also an area where despite obstacles to 
inter-state cooperation, the compelling need to respond to humanitar-
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ian disasters can overcome concerns about national sovereignty. The 
2008 Nargis cyclone in Myanmar is a case in point. Despite the initial 
refusal of Myanmar and the paranoia of its military regime, assistance 
from its neighbours and other countries like the U.S. were able to find 
its way into the country, despite the fact that the U.S. navy was not 
allowed to come in.

Environmental degradation and climate change
Environmental degradation and pollution have become transnational 
security threats. Data has shown that the recurring haze problem in the 
region had exacted a high price—impacting on human security of the 
people in the region, not to mention the cost to health systems, loss of 
economic productivity and to the general economy. It had been reported 
that the three-month prolonged haze in Southeast Asia in 1997–1998 
had cost regional economies US$9–10 billion.
 In response, ASEAN leaders have since 1995 securitized the haze 
problem leading to the adoption of the major agreements:
 The Regional Haze Action Plan (RHAP) in 1997 which had three 
main component programs—prevention, mitigation, and monitoring. 
This signified a narrowing of intergovernmental action as the most 
affected countries were designated to spearhead the three RHAP pro-
grams; Malaysia took the lead in prevention, Indonesia in mitigation, 
and Singapore in monitoring of fires and haze.
 The 2002 ASEAN Agreement on Transboundary Haze Pollution, 
which essentially set forward a number of strategies to address land and 
forest fires in Indonesia, establish a sub-regional Technical Working 
Group to address land and forest firest in the Northern part of the region 
as well as build a regional Haze Pollution Control Fund.
 Experts have, however, expressed serious reservations about the abil-
ity and capacity of regional states to implement regional measures such 
as the 2002 ASEAN Transboundary Haze Pollution Agreement. Aside 
from the often-cited factor of lack of political will, there are practical 
challenges confronting many countries in the region. These problems 
could range from the lack of technical expertise in tackling problems, 
like effectively dousing peat fires, to specialized legal expertise in hold-
ing certain multinational companies accountable for alleged violations 
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of environmental protection laws.
 Indonesia still refuses to sign the 2002 ASEAN Agreement on 
Transboudary Haze Pollution thereby limiting the extent to which other 
ASEAN states are able to intervene in the problem. There is also the 
dilemma of addressing symptoms rather than root causes of the fires. 
For instance, cloud seeding initiatives to put out environmental fires are 
very costly and provide, at most, temporary relief. One cloud seeding 
operation in Sarawak, during the haze crisis in 2006, was said to have 
cost the Malaysian government RM 55,000.
 Despite these drawbacks, other members of ASEAN have established 
another modality to help Indonesia and the region combat forest fires 
and minimize the impact of cross-boundary pollution. The 2006 ASEAN 
Peatland Management Strategy (2006–2020) is one such modality that 
was designed based on the study of alternative ways to combat forest fires, 
which is the irrigation of peatland. This inexpensive local initiative of 
blocking existing canals that surround peatlands with logs and sandbags 
has proven to be a success, for not only has it put an end to fires, but 
also has allowed forests to recover and created a new food source with 
fishes breeding in the blocked off canals, thereby satisfying locals food 
and water security.
 Moreover, since 2006, there has been escalation of talks on addressing 
the haze problems, leading to the establishment of bilateral agreements 
between Singapore and Indonesia. Singapore has offered to deal directly 
with the Muaro Jambi regency of Indonesia, which has been identified 
as part of the 35 fire prone areas that need particular attention. Known 
as the Jambi Master Plan, the National Environment Agency (NEA) of 
Singapore will assist the regency in enhancing its capacity in prevent-
ing and mitigating fires. It would also assist the Jambi government in 
sourcing out for financial and technical resources, including matching 
agencies to project. The ADB also noted that it would provide technical 
expertise and funding for some projects under the Jambi Master Plan. 
Other elements under the plan include legislation and enforcements and 
early warning and monitoring.24

 While there has been significant cooperation in fighting transbor-
der pollution, regional mechanisms to address climate change are still 
very much at an inchoate stage. It was only at the 13th ASEAN Summit 
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in November 2007 in Singapore that the ASEAN leaders adopted the 
ASEAN Declaration on Environmental Sustainability. This was fol-
lowed by the adoption of the Singapore Declaration on Climate Change, 
Energy and the Environment at the third EAS held immediately after the 
Summit. Much remains to be seen as to how these plans are eventually 
implemented. Nevertheless, these recent initiatives reflect the growing 
recognition of shared vulnerabilities and the shared desire to urgently 
address this unfolding security challenge.25

Conclusion
The growing lists of new transnational or NTS challenges reinforce the 
very concepts of security that Southeast Asian states have long pro-
fessed—comprehensive and multi-faceted. In this regard, the responses 
to NTS need no less than a comprehensive, holistic response, which 
require the engagement of not only of regional (be it ASEAN or East Asian 
framework) but also international partners like the U.S. and the EU. Be 
it preparing for pandemics, responding to natural disasters or mitigate 
the impact of forest fires and other transnational threats, East Asian 
states have shown that it can work closely and successfully in managing 
transnational threats. Thus, notwithstanding practical obstacles and 
fundamental differences among states, the NTS field allows state and 
non-state actors to find spaces where there is convergence of interests and 
provide the impetus for enhancing functional cooperation in responding 
to a wide array of emerging security challenges ahead.
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FunctIonal cooperatIon agaInst 
human and drug traFFIcKIng In 

east asIa

Ralf Emmers

This essay focuses on functional cooperation against transnational 
crime in East Asia, with a special emphasis on drug and human 
trafficking. It is argued that there is some political willingness 

in the region to address these criminal matters cooperatively through 
institutional means. In both cases, ASEAN has constituted the primary 
regional institutional vehicle to establish a consultative process. ASEAN’s 
activities have also led to wider regional initiatives adopted primarily 
at an ASEAN+1 level. The essay discusses in detail the increased level 
of multilateral collaboration noted since the late 1990s to combat drug 
and human trafficking. It is asserted that regional responses have so far 
emphasized the importance of joint normative statements, the setting 
up of frameworks of action as well as the creation of soft mechanisms of 
cooperation that include the sharing of intelligence and best practices, 
and the development of capacity building programmes.1 More seems 
to have been achieved collaboratively to combat drug trafficking partly 
because undocumented migration, and human trafficking in particular, 
has continued to be a source of friction in regional relations. In spite of 
this difference, the overall cooperative process against the two forms of 
transnational crime under discussion in this essay is said to suffer from 
similar limitations that need to be addressed through deeper functional 
collaboration. These include insufficient law enforcement and judiciary 
cooperation, problems of capacity-building and coordination, and finally 
corruption.
 The essay consists of three sections. The first reviews the nature of 
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the drug and human trafficking problem in East Asia while the second 
discusses in depth the functional cooperative arrangements already set 
in place to address these issues. The final section highlights some of the 
shortcomings of the collaborative process and recommends a series of 
policy options to tackle them.

Nature of the Drug and Human Trafficking 
Problem in East Asia
The four primary categories of illicit drugs found in East Asia are can-
nabis, cocaine, heroin and synthetic drugs like amphetamine-type 
stimulants (ATS). It is difficult to provide a regional and country specific 
outline of the estimates of drug production, trafficking and consumption. 
Instead, it is more appropriate to refer to trends. East Asia has historically 
been affected by the problem of narcotics production and trafficking. 
The Golden Triangle, which incorporates Northern Thailand, Eastern 
Myanmar and Western Laos, has been one of the leading sub-regions for 
narcotics production in the world, traditionally opium cultivation. The 
drug picture in East Asia has, however, undergone significant changes 
in the last decade. Opium poppy cultivation has declined continuously 
since the late 1990s while the production and abuse of amphetamine-type 
stimulants are on the rise. Drug traffickers in the Golden Triangle have 
diversified their activities to meet the ever-growing demand for synthetic 
drugs. The illicit production of drugs in the Golden Triangle is meant 
essentially to supply to the East Asian market, particularly Northeast 
Asian nations. Some Southeast Asian countries, primarily Thailand, have 
therefore continued to be used by traffickers as transit points to export 
drugs to other parts of the region. Yet, the consumption of synthetic 
drugs within Southeast Asia itself has in recent years become a growing 
problem as well.
 Over the last decade, the issue of undocumented migration has been 
increasingly linked to organized criminal groups that now largely control 
the smuggling and trafficking of people. The latter is gradually replacing 
the illicit drug trade as the fastest growing illegal business in the world.2 
Human trafficking has in recent years emerged as a key policy issue in 
East Asia partly as a result of the publication by the U.S. State Depart-
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ment of the Trafficking in Persons (TiP) reports. The reports rely on a 
three-tier approach to evaluate a country’s progress in protecting women 
and children based on compliance with the U.S. Trafficking Victims 
Protection Act.
 Smugglers and traffickers make high profits while facing a low risk of 
detection and relatively short prison sentences in comparison with drug 
traffickers. It is important to note here that not all East Asian nations have 
adopted specific anti-human trafficking legislation. One major problem is 
the lack of a standard operating definition as to what constitutes human 
trafficking. People-smugglers demand large sums of money to individuals 
in exchange for their illegal entry into a new country.3 Human smuggling 
is said to end once the undocumented migrants reach their destination 
and reimburse their debts. This is the point, however, where the exploita-
tion of the trafficked people often starts.4 Human traffickers trap mostly 
young women and children into work and prostitution through the use of 
force or deceit. They end up after having been promised good jobs as sex 
slaves, domestic or cheap labourers. Beyond the definitional problems, 
determining the scope of the trafficking problem is equally complex. No 
precise figures exist of the number of people trafficked within and across 
East Asian countries.

Existing Cooperation against Human and Drug 
Trafficking in East Asia
Drug trafficking
ASEAN has, since the 1970s, been the primary regional vehicle to respond 
institutionally to the problem of drug trafficking. The issue was first 
discussed at the ASEAN Summit of Heads of State and Government 
held in Bali in February 1976 and mentioned in the ASEAN Concord. 
Following the prioritization of the issue at the highest diplomatic level, 
the ASEAN Declaration of Principles to Combat the Abuse of Narcotic 
Drugs was adopted in Manila on 26 June 1976.5 Still, ASEAN’s initiatives 
in these early years did not reach the primary producers in Southeast 
Asia, especially Myanmar, and to a lesser extent, Laos. Significantly, in 
conjunction with its enlargement process, ASEAN’s drug control efforts 
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were eventually further institutionalized in the 1990s. The adoption of 
the ASEAN Plan of Action on Drug Abuse Control in October 1994 
led to new efforts to tackle the narcotics problem.6 The Plan of Action 
introduced ten specific projects on drug control to reduce narcotics 
demand and supply,7 as well as established four training centres to carry 
out the work programme.8 The Southeast Asian foreign ministers issued 
a Joint Declaration for a Drug-Free ASEAN during their 1998 ASEAN 
Ministerial Meeting (AMM) stipulating the members’ commitment 
to eliminate illicit drugs by 2020.9 A total of 14 measures were recom-
mended.10 The Joint Declaration did not, however, address problems of 
funding, monitoring and implementation as well as failed to establish a 
compliance mechanism. Despite these shortcomings, the schedule for 
creating a drug-free region was later brought forward to 2015 during the 
2000 AMM in Bangkok.
 Besides these ongoing intra-ASEAN initiatives, the most ambitious 
regional attempt at tackling the problem of narcotics has brought together 
the ten Southeast Asian countries and China. In October 2000, ASEAN, 
in association with the United Nations Office for Drug Control and Crime 
Prevention (UNDCP), organized in Bangkok the International Congress 
in Pursuit of a Drug Free ASEAN 2015. This resulted in the formulation 
of the Bangkok Political Declaration in Pursuit of a Drug-Free ASEAN 
2015 and to the adoption of a plan of action, the ASEAN and China 
Cooperative Operations in Response to Dangerous Drugs (ACCORD). 
The latter was meant to eradicate, or at least seriously reduce, the pro-
duction, trafficking and consumption of narcotics in Southeast Asia by 
2015. It created a Plan of Action that relies on four central pillars:

 1. Proactively advocating civic awareness on dangers of drugs and 
social response.

 2. Strengthening the rule of law by an enhanced network of con-
trol measures and improved law enforcement cooperation and 
legislative review.

 3. Building consensus and sharing best practices on demand reduc-
tion.

 4. Eliminating the supply of illicit drugs by boosting alternative 
development programmes and community participation in the 
eradication of illicit crops.11
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At its second meeting held in Beijing in 2005, the ACCORD built on this 
initiative and constructed a Plan of Action 2005–2010 seeking to address 
the problem of illicit narcotics in four theatres: civic awareness, demand 
reduction, law enforcement and alternative development.12 If properly 
implemented, the plan could be an important step in establishing an 
anti-drugs cooperative process.
 While the ACCORD is only a declaration of intent, it addresses two 
key issues absent from the previous ASEAN initiatives. First, it regional-
izes cooperation against narcotics beyond Southeast Asia by including 
China. It therefore recognizes that the regional production, trafficking 
and consumption of narcotics should be viewed as a wider East Asian 
problem rather than simply a Southeast Asian one. An effective response 
is said therefore to require broader regional cooperative structures. The 
primacy and leadership role of China here should be noted. Second, 
the ACCORD seeks to confront the issue of oversight by establishing a 
monitoring mechanism and introducing target dates. The Plan of Action 
is also supported by the UNDCP, the United Nations Office on Drugs 
and Crime (UNODC) and other UN agencies, as well as by individual 
countries in terms of funding, technical cooperation, joint programmes 
and other issues.
 The ACCORD has so far developed a modest record of action. Its 
reports paint a picture of individual, bilateral and trilateral initiatives 
undertaken under the umbrella of the arrangement. It has been most 
effective in taking steps to address the trafficking of synthetic drugs. Per-
haps most significant, however, is how the arrangement has encouraged 
participating states to take action at the national level. Pressure for action 
has come both from individual governments and through the ACCORD 
itself, especially through the active participation of China and Thailand. 
For example, following large-scale anti-drug campaigns in China, Thai-
land and Vietnam, Laos began to institute its own programmes, seeking 
and receiving the active assistance of the UNODC. Likewise, concerned 
with the flood of drugs, especially heroin, coming in from its border 
with Myanmar, China has encouraged the military junta to deal with the 
problem. Anti-drugs issues have thus been addressed both within and 
outside the ACCORD framework.
 Nevertheless, some limitations and shortcomings need to be high-
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lighted. At this stage, the ACCORD does not include specific principles 
of cooperation nor does it impose standards of behaviour on participating 
countries. The ACCORD is weakest when it comes to rules for action 
and decision-making procedures for policy implementation. While there 
is a growing trend towards cooperation, action within the ACCORD 
framework is primarily national and bilateral, involving little implemen-
tation of collective choice. Policy implementation at a multilateral and 
collective level has thus not yet been attained among the 11 participating 
nations. Furthermore, the absence of compliance mechanisms needs to be 
stressed. The adoption and implementation of initiatives have remained 
firmly dependent on the individual participating countries. The delicate 
questions of compliance, supervision and funding are rarely mentioned or 
addressed. The execution of all agreements is overseen by the UNODC, 
but the latter has no means to enforce them.

Human trafficking
Similar to the case of drug trafficking, ASEAN has been the main institu-
tional vehicle to respond to the issue of human trafficking in the region. 
Yet, in contrast to the illicit drugs question, the process of collaboration 
only started in the late 1990s and its scope has so far remained more 
limited.
 Besides its traditional emphasis on drug trafficking, ASEAN became, 
by the late 1990s, increasingly concerned about other forms of transna-
tional crime, including human trafficking. Adopted in December 1997, 
the ASEAN Declaration on Transnational Crime represented a first 
joint statement of cooperation in the fight against this inter-connected 
phenomenon.13 In addition to its normative dimension, the Declaration 
set up an institutional response. It declared that the ASEAN Ministe-
rial Meeting on Transnational Crime (AMMTC), gathering the home 
ministers of the respective member countries, would meet at least once 
every two years to help coordinate regional actions against transnational 
crime. Human trafficking was incorporated in this broader initiative. 
Through the Work Programme to Implement the ASEAN Plan of Action 
to Combat Transnational Crime, adopted in May 2002, ASEAN stipu-
lated a series of specific action lines against human trafficking. It sought 
to fight the problem by focusing on the exchange of information, legal 
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coordination, law enforcement, training, institutional capacity-building 
and extra-regional cooperation.
 Various ASEAN cooperative structures have discussed the question 
of human trafficking. The ASEAN Directors-General of Immigration 
Departments and Heads of Consular Divisions of the Ministries of Foreign 
Affairs (DGICM) is the highest institutional body involved with human 
trafficking. It has established an Ad-Hoc High-Level Experts Group on 
Immigration Matters and focused on creating an institutional structure 
to coordinate collaboration on immigration issues. The ASEAN Chiefs 
of Police (ASEANAPOL) has also emphasized the problem of human 
trafficking. The forum has aimed to promote police collaboration on this 
question during its annual conferences. At a gathering in May 2005, the 
chiefs of police adopted a resolution to enhance the sharing of informa-
tion on the identities, movements and activities of transnational criminal 
organizations involved in human trafficking.14

 At the wider East Asian level, the members of the Association and 
Beijing have signed a Joint Declaration of ASEAN and China on Coop-
eration in the Field of Non-Traditional Security Issues.15 It mentions the 
issue of human trafficking and commits the signatories to undertake 
information exchanges, joint research and practical initiatives against this 
threat. The Southeast Asian nations have not, however, signed similar 
declarations with Japan or South Korea, although the ASEAN-Japan Joint 
Declaration for Cooperation to Combat International Terrorism stresses 
the importance of immigration and development issues.16 Finally, the 
ARF has encouraged its participants to sign the UN Protocol to Prevent, 
Suppress and Punish Trafficking in Persons and the UN Protocol against 
the Smuggling of Migrants by Land, Air and Sea.17

 Beyond their symbolic value, the actual impact of these various meet-
ings and declarations on the issue of human trafficking is far from clear. 
At this stage, there is little that ASEAN and the region-wide arrangements 
seem to be doing to address the problem directly and effectively. The 
Association is primarily an umbrella organization with few enforcement 
mechanisms. Its role is centred on the building up of public awareness, 
the sharing of best practices, and in offering an avenue for members to 
coordinate their counter-trafficking efforts. Collaboration has also been 
undermined by the fact that undocumented migration remains a source 
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of inter-state friction. That said, the ARF, in particular, could function 
as a relevant instrument to address the issue of human trafficking. The 
institution brings together all the regional actors concerned with the 
problem and it holds Inter-Sessional Support Groups (ISG) and Meetings 
(ISM) on a variety of questions. Such a session could be set up to address 
specifically the various facets of human smuggling and trafficking. The 
ARF’s reputation and credibility would certainly benefit from attaining 
progress with regards to a NTS issue.
 It is important to note that one cooperative initiative on human traf-
ficking originated outside of the ASEAN cooperative framework. Follow-
ing a series of people smuggling cases undermining bilateral relations, 
Jakarta and Canberra convened a meeting in February 2002 to discuss 
the problem. The Ministerial Conference on People Smuggling, Traf-
ficking in Persons and Related Transnational Crime was held in Bali and 
gathered ministers of 38 countries from around the Asia Pacific, North 
America and Europe, as well as representatives from the International 
Organization for Migration, the United Nations High Commissioner 
for Refugees (UNHCR) and the International Criminal Police Organi-
zation (INTERPOL). The foreign ministers of Indonesia and Australia 
co-chaired a second conference in Bali in April 2003. Since then, the Bali 
process has been driven by the activities of issue-oriented workshops 
concentrating on identity fraud, child sex tourism, protection of victims, 
and the development of legislation. The process has been coordinated by 
senior officials from Australia, Indonesia, New Zealand and Thailand in 
conjunction with representatives from the UNHCR and other organiza-
tions.

Policy Recommendations
As discussed, one has seen, since the late 1990s, increased collaboration 
to combat drug and human trafficking in East Asia. Regional responses 
have concentrated on joint declarations, frameworks of action, and the 
setting up of soft mechanisms of cooperation. While relevant, the con-
sultative process has continued to suffer from a series of shortcomings 
that need to be tackled through deeper functional collaboration. Three 
primary issues come to mind.
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 First, the collaborative process has not sufficiently focused on the 
deepening of law enforcement and judiciary cooperation. Drug and 
human trafficking are criminal matters that require integrated judiciary 
responses. In the specific case of human trafficking, some countries still 
need to adopt appropriate legislation. Overall, the East Asian countries 
should establish more effective law enforcement cooperation at the 
regional level through, for example, the signing of extradition treaties and 
mutual legal assistance treaties (MLATS) as well as the strengthening of 
ASEANOPOL.
 An extradition treaty, either at a bilateral or multilateral level, leads to 
the delivery of suspected or convicted criminals by the state where they 
have taken refuge to the state that asserts jurisdiction over them. Extradi-
tion treaties are therefore essential instruments to combat transnational 
crime. Most Southeast Asian countries have signed bilateral extradition 
treaties with the U.S. and other countries but very few with each other. 
At a regional level, there is no Southeast Asian extradition convention in 
contrast, for example, to the 1957 European Convention on Extradition. 
MLATS aim to increase judicial assistance and to regularize and ease its 
procedures. Such treaties involve, among others, the right to summon 
witnesses, to compel production of evidence, and issue search warrants. 
Few MLATS are in place in East Asia. At a multilateral level, no ASEAN 
convention on mutual assistance in criminal matters has been signed, 
in contrast, to the 1959 European Convention on Mutual Assistance in 
Criminal Matters, for instance. Finally, the strengthening of ASEANO-
POL could serve as an effective tool for law enforcement authorities in the 
investigation of criminal offences. ASEANAPOL has primarily remained 
a forum for regional enforcement agencies to meet annually to discuss 
police matters. The Association should seek to strengthen ASEANOPOL 
to improve the exchange of information between Southeast Asian police 
forces.
 Second, capacity-building and better coordination within and across 
regional states are critical. The limited operational capabilities of some 
states, defined in terms of resources and training, has hindered regional 
cooperation. Stronger collaboration carries with it new demands that 
cannot always be met by domestic law enforcement agencies. The lack of 
capability has also led to problems in coordinating an effective regional 
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response to the various forms of trafficking. Officers can be hindered 
by language barriers, structural or organizational differences, and vari-
ations in training levels and data collection techniques. Traditionally, 
national governments prefer to react to drug and human trafficking at 
the national level, as the issues touch on sensitive questions of national 
jurisdiction, the sharing of information and extradition laws. Complex 
relations between nations further affect coordination. Hence, increasing 
the capacity of states and tackling coordination problems is essential 
if drug and human trafficking are to be reduced. The cross-sharing of 
resources at the regional level can enable states to pool capacities. At the 
domestic level, relevant departments need to ensure a good exchange of 
information. Finally, better collaboration with civil society actors is vital. 
The latter must be seen by states and regional institutions as natural allies 
rather than enemies in the fight against drug and human trafficking.
 Third, good governance and the fight against corruption are central 
to a comprehensive response to drug and human trafficking. Increased 
cooperation has traditionally been undermined by corrupt officials 
who impede the establishment of effective supervision. East Asia is no 
exception. Beyond standard corruption practices, state complicity is an 
additional barrier to effective collaboration. In addition to exercising a 
laissez-faire policy with regard to law enforcement, officials can play a 
direct and active role in the trafficking of drugs, for example. These actors 
contribute to, and benefit from, the weak implementation of law and order 
in their own countries and therefore seek to prevent the emergence of 
cooperation against drug and human trafficking at the regional level.
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Visions and Realities: asean’s 
effoRts to institutionalize 

CoopeRation

Avery Poole

Are the nature and extent of cooperation in Southeast Asia chang-
ing? As the 40th anniversary of ASEAN drew to a close, particular 
institutional developments certainly seemed designed to give 

that impression. ASEAN leaders signed their first Charter in Singapore 
on 20 November 2007, and hailed it as a “milestone” for regional coopera-
tion. It would provide a “legal and institutional framework” for ASEAN, 
making it a “rules-based” organization with a “legal personality”.1 But even 
before its adoption, skepticism and outright criticism emerged. Many felt 
that early discussions about the Charter, particularly by the EPG, had 
raised expectations that it would make ASEAN more institutionalized, 
“people-centred”, and attuned to the importance of democratic principles 
and human rights. However, optimism waned following the dilution of 
the EPG’s recommendations, and observers disagreed over whether the 
Charter represented any “real” institutional change.
 While debates at the national level in Indonesia, the Philippines and 
Thailand raised doubts that the Charter would be ratified by the desired 
goal of the 14th ASEAN Summit in December 2008, all member states have 
now ratified. The Charter, acknowledged even by its proponents as being 
“imperfect”,2 would come into force in December 2008,3 providing ASEAN 
with its first constitutive instrument since its establishment in 1967. The 
Charter raises a number of questions: To what extent, and in what manner, 
is institutional change “genuinely” desired by ASEAN members?4 Is the 
rhetoric regarding such changes reflected in the final text of the Charter? 
And does this mean that regional cooperation—often regarded as only suc-
cessful primarily in functional areas—is set to broaden and deepen?5
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 While it is too early to definitively answer these questions, this 
chapter will explore the process of discussing and drafting the Charter. 
This is certainly not the only empirical development worth examining 
with respect to cooperation and institutional change in Southeast Asia. 
However, the Charter’s purported significance (as proclaimed by vari-
ous ASEAN leaders and Secretariat staff ) suggests that it should indeed 
be examined.6 And indeed, the discourse stimulated by the drafting and 
adoption of the Charter contributes to ongoing debates about ASEAN. 
I suggest that the Charter may lay the “foundations” for institutional 
change, but its significance as a stimulus, in itself, for such change should 
not be overestimated. There is considerable ambiguity regarding the 
intentions of various member states with respect to institutionalization 
in ASEAN. Claims that increased institutionalization is a desired goal are 
contradicted by evidence of adherence to the traditional norms of sover-
eignty, non-interference and the informal decision-making processes of 
the ASEAN Way. ASEAN appears to remain firmly intergovernmental, 
with an aversion to formal, enforceable rules, and a Secretariat limited 
in resources and mandate.
 The answers to these questions naturally have implications for the 
nature and extent of future cooperation in the region. While I will leave 
it to the other contributors to this volume to explore particular areas 
of functional cooperation, I suggest that institutional developments in 
ASEAN indicate that such cooperation is likely to remain the most suc-
cessful for the foreseeable future.

A New “Way” for ASEAN?
Plans to develop an ASEAN Charter emerged as part of efforts to “reinvig-
orate” the Association and make it more relevant and cohesive. Nearly a 
decade after the regional economic crisis, and the questions and criticism 
that followed, ASEAN leaders—particularly from Malaysia, Indonesia, 
the Philippines, and Singapore—expressed concerns that reinvention or 
recalibration was necessary.7 Member states faced ongoing international 
pressure to respond effectively to the political and humanitarian crisis 
in Myanmar, and this contributed to their desires to enhance ASEAN’s 
international standing and image, and its ability to deal with its own 
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regional problems. The Charter was also intended to form the foundation 
of the so-called “ASEAN Community”, which member states had agreed 
to pursue in the 2003 Bali Concord II.8 This Community is designed to 
“bring ASEAN’s political and security cooperation to another plane”.9
 Upon the signing of the Charter on 20 November 2007, member states 
declared that they had established a “legal and institutional framework” 
for ASEAN, listed its “key principles and purposes”, and given it a “legal 
personality”.10 Statements made in subsequent months by several officials 
and observers described the Charter as a “milestone”,11 and even as trans-
formative. For example, Singapore’s Tommy Koh, who acted as Chairperson 
of the High Level Task Force (HLTF) which drafted the Charter, stated 
in January 2008 that it “will bring about an important transformation to 
ASEAN”.12 Similarly, Ngurah Swajaya, Indonesia’s representative on the 
HLTF, wrote in The Jakarta Post in August 2008 that the Charter “shall 
significantly transform ASEAN as a rules-based organization”.13

 The Charter was thus depicted as marking significant change. In 
particular, it raised the possibility of a recalibration of the ASEAN Way. 
ASEAN relies on informal, consensus-driven decision-making and dis-
pute resolution. Member states have traditionally rejected the “legalistic”, 
formal style of Western institutional structures, and instead favour a 
private and informal political culture embodied by small elite networks. 
ASEAN is thus characterized by relatively low levels of institutionaliza-
tion and legalization,14 in a region of considerable diversity and political 
heterogeneity. It forged a regional order based on a combination of the 
ASEAN Way and norms of sovereignty, territorial integrity, non-use of 
force, and “non-interference in the internal affairs of one another”,15 rather 
than formal, explicit rules. In this manner, ASEAN came to be regarded 
as “one of the most successful experiments in regional cooperation in the 
developing world”.16 However, the regional economic crisis of 1997–1998 
provoked questions and criticism regarding ASEAN’s relevance, cred-
ibility and adherence to its own norms.17

Plans to establish a charter in the context of recovery and 
reinvigoration
Leaders recognized, at least rhetorically, that ASEAN needed to change—
that greater institutionalization was necessary.18 Indeed, the Charter 



66

RSIS Monograph No. 15
Collaboration under Anarchy: Functional Regionalism and the Security of East Asia

purportedly heralds a number of “interesting institutional changes” 
to ASEAN’s structure, which will enable it to “improve coordination, 
ensure prompt implementation of decisions and agreements, and speedy 
response to new opportunities and challenges”.19 These include conven-
ing the ASEAN Summit twice a year (instead of annually); forming an 
ASEAN Coordinating Council comprised of member states’ foreign 
ministers; and establishing a Committee of Permanent Representatives 
in Jakarta (representing each member state).20 In addition, the Charter 
“empowers” the Secretariat and Secretary-General, by taking steps such 
as the appointment of four Deputy Secretaries-General, and providing 
the Secretariat with the “necessary financial resources to perform its 
functions effectively”.21

 Beyond these changes to ASEAN’s organizational structure and pro-
cedures, the Charter includes some provisions that raise puzzles about 
ASEAN norms. Of particular interest are the references to democracy, 
“good governance” and human rights. Among the 15 “Purposes” of 
ASEAN set out in Article 1 of the Charter, the seventh is

To strengthen democracy, enhance good governance and the rule of law, 
and to promote and protect human rights and fundamental freedoms, 
with due regard to the rights and responsibilities of the Member States 
of ASEAN.22

 Further, Article 2 declares the “Principles” to which “ASEAN and its 
Member States reaffirm and adhere”. These include “adherence to the rule 
of law, good governance, the principles of democracy and constitutional 
government”, and “respect for fundamental freedoms, the promotion 
and protection of human rights, and the promotion of social justice”.23 
These provisions pertain directly to issues traditionally considered too 
“sensitive” for official dialogue. They seem to suggest that ASEAN will 
henceforth pay closer attention to member states’ domestic affairs.
 However, they also seem incongruent with “traditional” understand-
ings of ASEAN norms, particularly sovereignty and non-interference 
(which were reaffirmed in the Charter).24 This puzzle is deepened by the 
political heterogeneity among ASEAN members. Democratization in 
the region is, as Amitav Acharya points out, “incomplete and uneven…
the prospects for ASEAN as a democratic community remain a far off 
possibility”.25
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 Moreover, observers have questioned the robustness of such provi-
sions given the absence of punitive measures for member states that 
breach them. The Charter lacks provisions for suspension and/or expul-
sion of recalcitrant member states, and for monitoring and enforcement. 
Rizal Sukma argues that the “rules” articulated by the Charter are mean-
ingless without mechanisms to enforce compliance. Without compliance 
provisions, including some form of sanctions, the Charter will not really 
be “legally binding”.26 Sukma and other critics are concerned that, that, 
despite rhetoric to the contrary, the Charter will not really move ASEAN 
beyond a “talk shop” in any meaningful way.

An “Expectations Gap”
Such criticism seems partly borne of deflated expectations. The final 
text of the Charter was the result of a drafting process that many argue 
“watered down” the EPG’s recommendations. The EPG, which comprised 
mainly former ministers and diplomats, had been mandated to make 
“bold and visionary” recommendations.27 The EPG’s report, submitted in 
December 2006, proposed that the Charter include certain “Fundamental 
Principles and Objectives”. The first is the

active strengthening of democratic values, good governance, rejection 
of unconstitutional and undemocratic changes of government, the rule 
of law including international humanitarian law, and respect for human 
rights and fundamental freedoms.28

 These recommendations had provoked optimism in some quarters 
that ASEAN was beginning to place more emphasis on scrutinizing 
member states’ domestic political situations. This was regarded by many 
as a desirable development, particularly given the ongoing problem of how 
to respond to events in Myanmar. Such developments may thus have had 
instrumental as well as normative motivations. Mely Caballero-Anthony 
notes that “expectations were raised that ASEAN was on the cusp of a 
normative transformation”. These developments apparently “signalled 
that democracy and human rights were its next policy frontiers”.29

 However, as mentioned, the significance of the Charter’s version of 
these principles—notably excluding the “rejection of unconstitutional and 
undemocratic changes of government”—was cast in doubt given the lack 
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of sanctions to buttress the new “rules”. The EPG had also argued that 
“ASEAN should have the power to take measures” … such as “suspen-
sion of any of the rights and privileges of membership” in the event of a 
“serious breach of ASEAN’s objectives, major principles, and commit-
ments to important agreements”.30 But as mentioned, the Charter does 
not incorporate provisions for sanctions; it states that “In the event of 
a serious breach of the Charter or non-compliance, the matter shall be 
referred to the ASEAN Summit for decision”.31

 Expectations were also raised that the Charter may make some pro-
gressive changes in the area of decision-making procedures. The EPG 
report recommends that while “decision-making and consensus should 
be retained for all sensitive important decisions … if consensus cannot 
be achieved, decisions may be taken through voting”.32 However, this 
recommendation was also diluted in the final text of the Charter, which 
does not mention voting but declares that, in the absence of consensus, 
“the ASEAN Summit may decide how a specific decision can be made”.33 
The implications of these referral of decisions to the Summit are unclear, 
given that the Summit (the primary annual meeting of heads of govern-
ment of member states) itself uses consensus decision-making.
 The EPG report thus appears to reflect efforts to evolve from con-
sensus-driven, informal diplomacy towards a “rules-based” organization. 
However, optimism faded as the HLTF was engaged in the drafting proc-
ess. Early indications of a potential departure from, or evolution of, core 
ASEAN norms were left somewhat ambiguous. On one hand, it seemed 
that some of the EPG’s “bold and visionary” recommendations were 
diluted in the process of drafting and negotiation. However, this does 
not necessarily mean that the Charter amounts to merely a reiteration of 
existing norms. The fact that certain provisions were included at all may 
perhaps be regarded as significant. This debate points to differences in 
expectations, and different perceptions of the “pace” at which ASEAN 
can or should evolve. While several observers have pointed to expecta-
tions let down by the Charter,34 the question arises as to whether these 
expectations were reasonable in the first place. ASEAN tends towards 
gradual change through longer-term evolution of (partly unwritten) 
norms, rather than through formal agreements and treaties. Indeed, 
it has been widely acknowledged that many ASEAN agreements have 
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never been implemented. While ASEAN-ISIS warned during the drafting 
process against a “codification of existing documents”,35 some argue that 
this is itself a benefit of the Charter.36 They perceive value in collecting 
and “codifying” all ASEAN agreements and norms in one document—
ASEAN’s first constitutive instrument.
 Those who had higher expectations of the final text of the Charter 
have been characterized as “idealistic” by those who emphasize a more 
“realistic” and “pragmatic” approach. Former ASEAN Secretary-General, 
Rodolfo Severino, argues that it is not realistic to expect “overnight” 
change.37 That is a reasonable assertion; however, one could also point 
out that the Charter was not in fact an “overnight” phenomenon, but the 
culmination of a year of drafting by the HLTF and negotiations among 
leaders (2007), preceded by a year of work by the EPG (2006). In terms 
of its role in facilitating the pursuit of the ASEAN Community, the Char-
ter’s genesis could perhaps be located in 2003 when the Bali Concord II 
was signed. There is no definitive point of origin, but it certainly seems 
that more can be expected of the Charter than that of an “overnight” 
phenomenon.
 These claims can, however, be linked to the prevalence of concerns 
that ASEAN move along at a pace “comfortable to all”. Unity among 
member states has always been important, and indeed a rationale for the 
ASEAN Way.38 It appears that it remained a high priority during the draft-
ing, negotiations and signing of the Charter. For example, in announcing 
that the foreign ministers had rejected the EPG’s proposal for sanctions, 
at their annual retreat in March 2007, the then HLTF Chairperson, Rosa-
rio Manalo of the Philippines, stated that such provisions are “divisive, 
confrontational and we don’t want any provision that would embarrass 
any member state”.39 The Charter was not as likely as some may have 
hoped to represent fundamental change that risked the maintenance of 
an (at least ostensibly) united Association. Termsak Chalermpalanupap, 
who was Special Assistant to the then Secretary-General Ong Keng Yong 
during the drafting process, points out that

ASEAN likes to do things gradually, step by step, starting with the easy 
and simple things first. Gradualism with flexibility will ensure that every 
Member State is comfortable with the pace of cooperation in ASEAN. 
No Member States will be left behind.40
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Moving at a pace “comfortable to all” thus seems a higher priority to key 
actors than attempting to overhaul norms and principles recognized 
as less than ideal. While “the ASEAN Way is often neither the most 
desirable nor the most effective way of achieving worthy objectives … 
it is usually the least objectionable way of getting things done with the 
voluntary participation of all”.41 Others object to this approach on the 
grounds that ASEAN is harmed by continuing to cater to the so-called 
“lowest common denominator”.42

Conclusion: Institutionalized Cooperation?
Ostensibly, the Charter seems to indicate an effort to enhance ASEAN’s 
relevance and effectiveness, and as such, to advance Southeast Asian 
regionalism. It has certainly been depicted by leaders as facilitating the 
pursuit of bringing ASEAN cooperation “to another plane”. However, this 
would seem to depend on what the Charter is really intended to achieve. 
One year after its signing, early suggestions that the Charter would lead to 
a greater degree of institutionalization seem less than convincing. Several 
gestures to this end come into contestation with traditional ASEAN norms 
and priorities. It is conceivable, however, that the Charter will later be 
regarded as laying the foundations of institutional change in ASEAN. In 
an organization that has often eschewed formal, “legalistic” procedures, 
perhaps the Charter could indeed be regarded as a significant achievement 
in itself. In any case, perhaps the most pragmatic approach now that it has 
been ratified is to adopt Simon Tay’s perspective of the Charter as “a step 
forward…[and] not an end in itself, but just a useful beginning”.43

 In the meantime, regional cooperation seems likely to continue to 
be the most successful in functional, and particularly economic, areas. 
The economic realm remains the most significant area of cooperation, 
and the ‘ASEAN Economic Community”—one of the three pillars—is 
the most advanced, and the only one for which a “Blueprint” has thus far 
been devised. This sets out measures designed to achieve a “single market 
and production base”, enhance economic competitiveness and address 
the disparities in development among ASEAN members.44 It is also in 
this area that the evolution of decision-making and dispute settlement 
procedures is most advanced. For example, the 2004 ASEAN Protocol 
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on Enhanced Dispute Settlement Mechanism pertains to economic 
agreements, and is the only document setting out specific measures for 
dispute settlement.45 Another example is Article 21 of the Charter, which 
allows for the so-called “ASEAN Minus X” formula decision-making “in 
the implementation of economic commitments”, although only “where 
there is a consensus to do so”.46

 As Christopher Roberts points out, it seems that “the economic 
pillar of ASEAN integration is the most viable”, in part because eco-
nomic growth has been the primary source of performance legitimacy 
for ASEAN governments in the last several decades. Further, it “does 
not immediately entail immediate political reform that might neces-
sitate democratic change and/or the relinquishment of power”.47 This 
is not to suggest that economic cooperation and integration are seam-
less; liberalization has been slow in some areas and member states do 
not always commit to supposedly binding agreements. And of course, 
an “Economic Community” entails more than just trade liberalization. 
However, cooperation in this realm remains less sensitive—and perhaps 
has clearer material benefits—than the political and security “pillars”.
 The Charter was purportedly designed to institutionalize coop-
eration. Moreover, it has been depicted as an integral part of ASEAN’s 
community-building agenda. To this end, the Charter thus introduces 
principles and guidelines that make gestures towards creating a more 
“rules-based” organization. However, it also exhibits considerable ambi-
guity and casts doubt on whether its provisions can really be considered 
“rules”, despite its supposedly “legally binding” nature. The foundations 
for institutional change in ASEAN are perhaps being laid. However, such 
efforts take place in the context of an apparently firm intergovernmental 
organization in which change still tends to occur incrementally, with 
consultation and consensus, rather than in sudden adherence to a writ-
ten agreement—“watered down” or otherwise.

Notes
 1. ASEAN, “Charter of the Association of Southeast Asian Nations.” 

Preamble, Articles 2 & 3, 20 November 2007, available at www.aseansec.
org/21069.pdf.
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chance”, in “The ASEAN Charter: New Regionalism, New ASEAN.” 
Paper presented at the Forum on Regional Strategic and Political 
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China and funCtional 
CoopeRation in east asia

PoSSIbIlItIES ANd lIMItAtIoNS

Li Mingjiang

This chapter briefly outlines Chinese perceptions of and policies 
on East Asian functional cooperation. My goal is to analyse 
the limits and possibilities of further Chinese participation in 

multilateral cooperation in various areas. I attempt to achieve this goal 
by examining China’s official positions, track record of participation in 
various functional areas, and Chinese concerns. The study reveals that 
China is well prepared to engage regional states in furthering East Asian 
economic integration and multilateral cooperation in various NTS issues, 
but would continue to refrain from participating in any overarching 
institution regarding traditional security in the region. The chapter also 
notes a few Chinese concerns even for cooperation on non-traditional 
security.

Super-activism in Economic Cooperation
In a nutshell, China now adopts a very pragmatic approach to interna-
tional cooperation in East Asia. Former Deputy Foreign Minister Wang 
Yi once noted that China pursues an open regionalism to carry out practi-
cal cooperation with regional states and at the same time does not seek 
to exclude the U.S. and other external powers.1 China’s enthusiasm in 
practical or pragmatic cooperation is most notably evident in pushing 
for regional economic integration.
 The China-Singapore FTA entered into force on 1 January 2009. Bei-
jing has worked hard to forge bilateral FTAs with other East Asian states, 
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e.g. South Korea and Japan, and at the same time has also strenuously 
pushed for economic collaborations at the multilateral level. The China-
ASEAN FTA is gradually making progress. China plays an active role in 
various sub-regional economic projects, for instance, the Greater Mekong 
River basin project and the emerging pan-Tonkin Gulf regional economic 
zone. China is still interested in the Kunming Initiative, although this 
project has not made much progress due to various reasons.
 In Northeast Asia, China is also engaged in a number of multilateral 
economic programs. The largest multilateral economic cooperation in 
this region is the Tumen river regional development project initiated 
by the United Nations Development Programme (UNDP) in 1991. 
This project covers a wide range of areas, including investment, trade, 
transportation, environmental protection, tourism, human resources, 
communications and energy. But Japan has not participated fully and 
instead only joined as an observer in the project.2 Another project that 
China has shown keen interest is the Bohai economic circle that would 
require the participation of many regions of North China, South Korea 
and Japan.3
 China is also enthusiastic about a trilateral FTA among China, South 
Korea, and Japan in Northeast Asia. In 2002, China informally proposed 
a FTA among China, Japan, and South Korea. A joint research group 
completed a feasibility study in 2003, concluding that such a trilateral 
FTA would be very beneficial to the three economies.

Non-traditional Security Cooperation
In the past decade or so, China has demonstrated an active attitude 
towards non-traditional security cooperation in Asia. Chinese analysts 
believe that cooperation on NTS helps enhance the mutual understanding 
and trust among regional states, cultivate the growth of regional identity, 
and deepen and broaden regional cooperation mechanisms.4 In recent 
years, many Chinese analysts have been proposing a larger role of the 
military in multilateral cooperation on NTS issues in East Asia.5
 China has cooperated extensively on non-traditional security issues 
with other countries. Bilaterally with ASEAN, in 2000, China signed an 
action plan with ASEAN on countering drug trafficking. In 2000, China 
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participated in the Chiang Mai Initiative for East Asian cooperation on 
financial security. In 2001, China, Laos, Myanmar, and Thailand held a 
ministerial level meeting on fighting drug trafficking and publicized the 
Beijing Declaration. In 2002, China and ASEAN signed a joint declaration 
on cooperation in non-traditional security area, which specified issues of 
cooperation between the two sides, drug trafficking, human trafficking, 
piracy, terrorism, arms trafficking, money laundering, other international 
economic crimes, and crimes through the Internet. In 2003, China and 
ASEAN held a special summit meeting to tackle SARS and initiated a 
cooperation mechanism on public health. In 2004, China signed a MOU 
with ASEAN on NTS cooperation, which further emphasized the need 
for Sino-ASEAN cooperation on NTS matters.
 In Northeast Asia, China, South Korea, and Japan have also taken 
some steps in strengthening their cooperation on NTS issues. These 
measures mainly include environmental protection, earthquake relief, and 
transnational crimes. Starting from 1999, the three countries launched a 
ministerial level meeting on environment, and various concrete proposals 
on sandstorms and marine environmental protection have been carried 
out. In 2004, the authorities monitoring earthquake in the three countries 
agreed to share seismic information and technology. The immigration 
authorities of the three countries have also held workshops on countering 
terrorism, drug trafficking, and human trafficking in Northeast Asia.
 In the larger context of East Asia, China’s posture towards NTS has 
also been quite positive. In 2004, ASEAN+3 held its first ministerial level 
meeting on fighting transnational crimes. In 2005,ASEAN+3 signed an 
agreement on cooperation among their capital police agencies to jointly 
fight against various NTS challenges.
 China also had no problem working on NTS issues within ARF. China 
did not lodge any opposition to the 2002 ARF joint statement on calls 
to enhance cooperation on fighting drug trafficking, illegal immigration, 
money laundering, and piracy on the sea. The 2005 ARF joint declara-
tion stressed regional coordination and cooperation on disaster relief 
and other measures for emergencies.
 In APEC, where China has quite vehemently opposed any inclusion 
of discussions on security matters, Beijing has not blocked multilateral 
efforts on fighting NTS issues. The APEC summits in 2001 and 2002 
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publicized two statements on counter terrorism. The 2003 and 2004 
declarations further emphasized multilateral cooperation to fight ter-
rorism and other transnational crimes. China also agreed to the APEC 
initiative in jointly dealing with various transnational epidemics, such 
as HIV/AIDS, SARS, and bird flu.

Growing Willingness in Maritime Cooperation
Given the fact that East Asian countries, to a large extent, are connected 
by the seas, maritime multilateral cooperation is very important. China 
is no longer an outsider in East Asian maritime cooperation, particu-
larly in some of the concrete projects, such as joint oceanic research, 
environmental protection, and many sea-based NTS issues. Maritime 
cooperation has become an integral part of China’s “good-neighborly” 
policy and part of China’s strategy to stabilize its surrounding areas.
 In Northeast Asia, China and South Korea signed a MOU on joint 
oceanic research in 1994 and set up a joint research centre on marine 
science the following year. The two sides have been collaborating on the 
management of offshore areas, marine environmental protection, and 
information exchange. China and Japan, in the past years, also cooper-
ated in the studies of oceanic currents. Japan provided equipment and 
trained Chinese personnel. At the trilateral level starting from 1999, the 
three countries launched a ministerial level meeting on environment, and 
various concrete proposals on sandstorms and marine environmental 
protection have been carried out.
 In Southeast Asia, China and Thailand are negotiating a formal agree-
ment to further institutionalize and deepen their cooperation in mari-
time affairs.6 In 1997, China and the Philippines reached an agreement 
to conduct bilateral consultation in the South China Sea that included 
three experts groups, respectively on fishing cooperation, marine envi-
ronmental protection, and mutual confidence-building measures. During 
a visit to the Philippines, Malaysia, and Indonesia by the former direc-
tor of China’s State Oceanic Administration Wang Shuguang in 2004, 
China and the three countries reached agreements on cooperation in a 
variety of maritime issues, e.g. marine environmental protection, oce-
anic resources management, and oceanic science and surveys. During 
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Wang Shuguang’s visit, he even proposed that maritime ministers of 
countries surrounding the South China Sea meet regularly.7 China and 
Indonesia held the first joint seminar on cooperation in marine science 
and technology and environmental protection in May 2007. China and 
Indonesia signed a MOU on maritime cooperation in November 2007 to 
institutionalize their exchanges and cooperation. China also expressed its 
wish to further cooperate with Indonesia in marine science and survey, 
forecasting, island and coastal area management, and law enforcement 
in the sea.8
 At the broader international level, China is an active participant of the 
UNEP’s Global Meeting of Regional Seas, Global Program of Action for the 
Protection of the Marine Environment from Land-based Activities, and 
the East Asian Seas Action Plan.9 In the Northwest Pacific Action Plan, 
China participated in six projects concerning information sharing and 
marine environmental protection.10 In December 2007, China joined the 
relief work of an oil spill incident off South Korea’s coastal area under the 
emergency response mechanism of the Northwest Pacific Action Plan. In 
September 2008, China and South Korea held a joint emergency exercise 
in dealing with search and rescue and oil spilling in the sea as part of the 
Northwest Pacific Action Plan. This was the first time China had engaged 
another country in such joint exercise and it proves to be beneficial for 
China to participate in such emergency incidents in the future.11

 China joined the North Pacific Coast Guard Forum (NPCGF) in 
2004, four years after its inception. The forum attempts to provide a 
platform for international coast guard leaders to interact regularly and 
also initiated at-sea combined exercises that began in 2005. China now 
actively participates in its six areas of cooperation: anti-drug trafficking, 
joint actions, counter-illegal immigration, maritime security, information 
exchange, and law enforcement on the sea. In 2006, China hosted the 
seventh experts’ meeting of the NPCGF.12

 In the wake of 9/11, the U.S. proposed the Container Security Initia-
tive (CSI). In July 2003, the customs administrations of China and the 
U.S. agreed in principle to cooperate on this issue. In March 2005, the 
two sides reached an agreement on specific procedures to implement the 
CSI. Now this cooperation has been carried out at two Chinese ports, 
Shanghai and Shenzhen.
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 China’s active participation in maritime cooperation is also evident 
in the South China Sea. These positive changes are evident in China’s 
gradual engagement in multilateral negotiations in the late 1990s, 
stronger eagerness to push for the proposal of “shelving disputes and 
joint development”, and acceptance of moral as well as legal restraints 
on the SCS. The acceptance of restraints are illustrated in China’s sign-
ing the Declaration on the Conduct of Parties in the South China Sea 
(DOC), accession to the ASEAN Treaty of Amity and Cooperation, and 
the agreement with the Philippines and Vietnam to jointly explore the 
prospect of energy resources in the SCS in 2005.
 The new policy in the South China Sea provided the necessary context 
for China to engage other claimant states in joint research projects and 
non-traditional security issues as noted above. In the DOC that China 
and ASEAN signed in 2002, China pledged to cooperate with various par-
ties concerned on marine environmental protection, search and rescue, 
and anti-piracy. As a further step towards maritime cooperation, China 
and Vietnam signed an agreement on joint naval patrol of the Tonkin 
(Beibu) Gulf in 2005.13 Since then, a few rounds of joint patrol have been 
conducted. The local coast guards and fishing administrators of the two 
countries have also carried out joint inspection tours in the Tonkin Gulf 
region.
 As another positive step towards more cooperation in the South China 
Sea, China and Vietnam recently declared that they would engage in various 
cooperative activities in the South China Sea. During the visit to China of 
Nguyen Tan Dung, Vietnam’s Prime Minister, from 20–25 October, the 
two sides pledged to enhance cooperation in oceanic research, environ-
mental protection, weather forecasting, search and rescue in the sea, port 
calls, and information exchanges between the two armed forces. The two 
countries agreed to push for joint exploration and exploitation of oil and 
gas resources across the demarcation line of the Tonkin Gulf. They agreed 
to steadily move forward with negotiations regarding the demarcation and 
joint exploration for the oceanic area beyond the mouth of the Tonkin 
Gulf. China and Vietnam agreed to consult on finding a proper area and 
way for joint petroleum exploration in the South China Sea.
 In the years to come, China is likely to be willing to cooperate with 
other states in the South China Sea, largely because of the emerging 
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pan-Tonkin Gulf Regional Economic Zone.14 In February 2008, the plan 
was officially approved by the Chinese central government. The official 
plan calls for more international cooperation in marine environmental 
protection, bio-diversity, the management of coastal areas, and explora-
tion of marine resources, warning and forecasting of oceanic disasters, 
marine tourism, and networking of ports among countries surrounding 
the South China Sea.15

 The same pattern is happening in China’s contention with Japan 
over the East China Sea. After many rounds of talks between 2004 and 
2007, China and Japan eventually reached an agreement on joint oil and 
gas exploration and extraction in the East China Sea on 18 June 2008. 
Official statements in both countries claimed that this is a major step to 
make the East China Sea, of which the delimitation between China and 
Japan is yet to be made, a “sea of peace, cooperation and friendship”. The 
agreement includes three parts.
 First, the two sides agreed that they would conduct cooperation in 
the East China Sea region in the transitional period prior to delimitation 
without prejudicing their respective legal positions. Second, the two 
countries agree to jointly explore and extract oil and gas resources in a 
2,700-square-kilometre area straddling the Japan-drawn median line in 
the East China Sea. And third, often criticized by many people in China 
as a major Chinese compromise, the agreement stated that Chinese 
enterprises welcomed the participation of Japanese legal person in the 
development of the existing oil and gas field in Chunxiao in accordance 
with the relevant laws of China governing cooperation with foreign 
enterprises in the exploration and exploitation of offshore petroleum 
resources. The agreement is widely hailed by international opinion lead-
ers as a major step in easing Sino-Japanese tension.16

 In recent years, the PLA Navy has become increasingly active in 
various joint search and rescue exercises in the East Asian Seas. China 
and India held their first naval joint search and rescue operation in 2003 
in East China Sea and the second joint search and rescue exercise in the 
Indian Ocean in December 2005.17 In July 2005, China, South Korea, 
and Japan held a joint search and rescue exercise in China’s offshore 
area. In September and November 2006, Chinese and American navies 
conducted two search and rescue exercise in the U.S. West coast and in 
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the South China Sea respectively.18 In March 2007, two Chinese missile 
frigates, together with the naval forces from Bangladesh, France, Italy, 
Malaysia, Pakistan, Turkey, the U.K. and the U.S. participated in the four-
day sea phase of “Peace-07” exercises in the Arabian Sea. In May 2007, a 
PLAN missile frigate took part in the Western Pacific Naval Symposium 
(WPNS) exercise that also involves Australia and the United States.19 
Joint search and rescue operations were also conducted with Australia 
and New Zealand in October 2007. China also participated in the first 
ARF maritime-security shore exercise hosted by Singapore in January 
2007. All these exercises could contribute to a larger role of the Chinese 
military in regional disaster relief and anti-piracy missions.

Chinese Concerns for Further Multilateral 
Cooperation in East Asia
Traditional security cooperation
China’s policy stance on traditional security issues is in sharp contrast 
to its attitude on economic and NTS cooperation. Overall, China is still 
reluctant to work multilaterally on potential military interstate conflicts 
and domestic security issues. China has been quite unequivocal in oppos-
ing the further institutionalization of preventive measures on traditional 
security issues.
 Overall, China’s reluctance in agreeing to more substantive multilat-
eral preventive measures is a reflection of its concerns of U.S. predomi-
nance and the perceived U.S. hostile security policy towards China in 
East Asia. The most alarming assessment of American intention in East 
Asia is that Washington intends to establish and consolidate a strategic 
encirclement against China from East Asia, to Southeast Asia, to South 
Asia, and to Central Asia. Various military exercises that the U.S. conducts 
with China’s neighboring states are intended to put pressure on China 
and provide more leverage to states in China’s neighboring areas.20 For 
many years, China did not participate in the Shangri-la security dialogue, 
the primary reason being the Chinese belief that the dialogue was too 
excessively influenced by Washington behind the scene. The forum was 
perceived as a mechanism to constrain China strategically.21
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 The lack of strategic trust affecting China’s attitude in maritime 
cooperation is evident in China’s view of the U.S. Proliferation Security 
Initiative (PSI). China supports the objectives of the PSI, but argues that 
the PSI includes the possibility of taking interdiction measures on the sea 
beyond the permission of existing international laws. That is why China 
decided not to participate in the PSI. In addition, China urges participat-
ing countries to seriously consider the Chinese point and act with caution 
in the implementation of the PSI.22 Chinese analysts believe that the PSI, 
apparently an effort to strive for international security and strengthen 
international cooperation for this goal, is initiated and dominated by 
the U.S. It is a fairly aggressive and coercive collective mechanism. It is 
a by-product of Bush’s “preemptive strategy” and deeply embedded in 
American unilateralism.23

 Another case is China’s response to the U.S. proposal for a Global 
Maritime Partnership (GMP or Thousand-Ship Navy). Washington hopes 
that China can join this grand scheme to deal with all sorts of maritime 
problems at the global level. It has been argued that the GMP initiative 
should be a perfect arrangement for more Sino-U.S. maritime coopera-
tion.24 The U.S. Navy has twice requested China to participate in the 
plan. In response to the U.S. proposal, Li Jie, an analyst at the PLA Naval 
Research Institute, noted that the plan actually indicates U.S. intention 
to set up a global naval regime to continue to dominate maritime affairs 
at the global level. It is part of the U.S. strategy to strategically constrain 
China and Russia.25 Another analyst suggests that although the plan may 
be good for joint efforts to deal with all sorts of maritime threats it is far 
about counter-terrorism and disaster relief in the seas. A more important 
part of the U.S. intention is to use this plan to gain access to foreign ports 
and military bases and logistical support to serve U.S. global maritime 
interests.26

Concerns for the prospect of regional multilateral cooperation
In addition to the strategic factor, there is profound skepticism among 
Chinese decision makers and analysts with regard to the prospect of 
East Asian regional multilateralism. In the Chinese understanding, many 
challenges remain with regard to the further development of regional-
ism in East Asia. One of the challenges is the geographical expansion of 
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regional cooperation and forum, e.g. the EAS (10+6) that also includes 
India, Australia, and New Zealand. Many people in China regard the 
EAS a setback or at least new barrier to the growth of East Asian multi-
lateralism. They believe that this is so because such expansion has made 
forming a common geographical identity (related to that cultural and 
value identity) an essential element in any regionalism, more difficult, if 
not totally impossible.27

 Related to this concern, perhaps the most crucial factor in China’s 
assessment is the role of the U.S.. Many analysts in China simply do not 
believe the U.S. would play a constructive role in promoting East Asian 
integration. Chinese analysts believe that the U.S. primacy in East Asia is 
not good for regional integration. Many East Asian countries still rely on 
the U.S. for political, economic, and security interests. This gives them 
little incentive to further enhance multilateral cooperation within the 
region. For the same reason, Beijing also believes that the traditional U.S. 
“hub and spokes” security arrangements are not conducive to the growth 
of new security modes in East Asia, for instance, cooperative security.28 
In the Chinese understanding, the U.S. encourages East Asian regional-
ism that is open, inclusive, and capable of solving all problems, including 
security issues, but Washington is opposed to Chinese leadership in any 
regional grouping.
 In the Chinese perception, Japan’s policy on regional integration 
has also been inconsistent. This is largely a result of Japan’s uncertain 
orientation, whether it is identifying itself as one of the Western powers 
or rooting itself in East Asia. Many Chinese analysts believe that Japan, 
in its active effort to push for regional integration, intends to strive for 
a leadership role and restrain China and its dominance in East Asia.29

 In the long run, China may not have strong confidence on ASEAN’s 
ability to lead multilateralism in East Asia towards regional integration. 
Some Chinese analysts believe that the leadership of future East Asian 
regionalism will have to be led by a three-power consortium—China, 
U.S. and Japan.30 But given the fact that there is very little strategic trust 
between the U.S. and Japan on one side and China on the other side, 
such major power consortium may not be feasible anytime in the near 
future.
 In response, China steadfastly insists on relying on the 10+3 as the 
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main framework for regional economic regionalism, supports ASEAN’s 
role at the driver’s seat, and maintains a gradualist approach to East Asian 
regional integration. In order not to appear as an obstructionist, China 
has tried to downplay the importance of the EAS, arguing that the EAS 
should more properly serve as a strategic platform for the exchange of 
ideas and facilitation of cooperation.31 In practice, Beijing still values 
10+3 and 10+1 mechanisms for substantive cooperation.

Conclusion
The above review of China’s policies on and perceptions of cooperation 
in various functional areas allows us to draw a few conclusions. It is quite 
clear that China has been and will continue to be proactive in regional 
or sub-regional economic cooperation. In fact, many Chinese analysts 
have a high expectation of an East Asian regional FTA to be forged on 
the basis of China-ASEAN, Japan-ASEAN, and South Korea-ASEAN 
FTAs. On NTS issues, China has also clearly demonstrated enthusiasm. 
China has cooperated with Indochinese countries in countering drug 
trafficking and other cross-border crimes. Various legal frameworks for 
regional joint efforts to tackle non-traditional security issues have also 
been set up and China is part of many of those mechanisms. Increas-
ingly, China is also more and more interested in engaging other states 
in maritime cooperation, which to some extent overlaps with the NTS 
arena. It is therefore conceivable that China will be willing to be a partner 
in functional cooperation in the economic area and NTS.
 It will be much harder for China to agree to or make any commit-
ments in traditional security issues, largely because of China’s concerns 
of other major powers’ intentions and any impact on the Taiwan issue. 
Functional cooperation on hardcore security issues will require a much 
higher level of military transparency, a requirement that China is not 
prepared to meet. For the same reason, China may still be reluctant to 
agree to functional cooperation on NTS issues that may require extensive 
involvement of the navy despite some PLA analysts’ preference of doing 
so. Also, due to the lack of strategic trust between China and other major 
powers, any grand-scale and overarching regional institution building 
efforts will perhaps have to proceed gradually. And China will be con-
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cerned if such institution or functional cooperation is dominated by 
any other major power. China will be more receptive if such institution 
or functional cooperation comes from and is coordinated by ASEAN, 
instead of any other major power.
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Japan and east asian 
Regional CoopeRation

Bhubhindar Singh

Japan has been a strong supporter of regional cooperation and institu-
tional building since the onset of the postwar period. Its participation 
and contribution to regional cooperation during the early postwar years 

signalled Japan’s return to international affairs following the devastating 
World War Two defeat. During the Cold War period, Japan focused on the 
economic aspect of regional cooperation due to its economic superiority 
and need for access for markets and resources from the region. Japan 
widened this focus in the post-Cold War period. Not only has it expanded 
its regional multilateral cooperation to include security issues, Japan has 
also shown leadership in institution-building efforts. The evidence for this 
is Japan’s active participation and contribution to the ARF and ASEAN+3. 
Tokyo’s support for regional cooperative efforts is supplemented by other 
bilateral (U.S.-Japan alliance) and minilateral or sub-regional efforts  
(SPT and the Trilateral Security Dialogue [TSD])—representing an 
amalgam of approaches in its foreign policy strategy.
 This research brief attempts to provide an overview of Japan’s 
approach to regional cooperation and institutional-building in East Asia. 
Despite the recent efforts to strengthen bilateral relationship with the 
U.S., the principal point is that Japan continues to be a strong supporter 
for region-wide (East Asia) cooperation and the promotion of regional 
cooperation will continue to be an important aspect in Japanese foreign 
policy. All Japanese prime ministers since the onset of the post-Cold 
War period have supported efforts to promote regional cooperation that 
combines bilateral, multilateral, and minilateral or subregional levels.1 
The Hashimoto Doctrine and the former Prime Minister Koizumi 
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Junichirō’s push for the development of “community that acts together 
[and] advances together” are just two examples in this regard. The 
region-wide institutions play a crucial role in enhancing Japan’s profile 
in East Asia due to a combination of two reasons. First, due to the ten-
sions resulting from the historical legacy that define Japan’s bilateral 
relations with other states, the promotion of regional cooperation is the 
only viable option available for Japan. Second, the reliance on the U.S.-
Japan security alliance is insufficient for Japan. Though the U.S.-Japan 
bilateral relationship continues to be a pillar of Japanese foreign policy, 
the leadership in Tokyo is cognizant of the value in a diverse approach to 
promote Japan’s interests. The combination of these two reasons reduces 
suspicion surrounding Japan’s role in the future.
 The rest of the brief is divided into three sections. The first focuses 
on a brief overview of Japan’s contribution to regional cooperation and 
institution-building efforts in the post-Cold War period. The second sec-
tion focuses on the crucial factors that influence Japan’s interest in regional 
cooperative efforts. The final section introduces the key points related to 
the prospects of Japan’s support of regional multilateral initiatives.

Japan’s Contribution to Regional Cooperation
In economic terms, Japan’s efforts to promote economic regional coop-
eration began in the Cold War period as a means of rapprochement 
with the rest of the region. Japan’s economic dominance and the need 
for access to markets served as a means for Japan to promote regional 
cooperation, namely with ASEAN. In the post-Cold War period, efforts 
to promote regional cooperation developed a region-wide dimension, 
especially since the 1997 financial crisis. Japan’s initiatives were directed 
based on the premise of searching for a regional solution to a regional 
problem, and in turn, demonstrating Japan’s commitment to the region 
and leadership aspirations. Though its 1997 proposal of establishing 
the Asian Monetary Fund (AMF) was rejected by the U.S. and China, 
Japan was able to developed alternatives in the form of the Miyazawa 
Initiative in October 1998 to provide funds to ailing regional economies, 
and the Chiang Mai Initiative of May 2000 to establish ASEAN’s Swap 
Arrangement and establish a network of bilateral swap arrangement 
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among China, Japan South Korea, and ASEAN. These were reinforced 
by new opportunities offered by FTAs that Japan pursued with individual 
countries (such as Singapore), with sub-regional institutions (ASEAN), 
and the region as a whole (ASEAN+3).
 The end of the Cold War raised the profile of multilateralism as a 
means to address security challenges that were beyond the Cold War 
framework. Japan responded to this development as multilateral insti-
tutions were regarded by the security policy community at home as an 
appropriate means to carve out a more active and responsible role in 
regional and international security affairs. One of the first attempts in 
showing leadership in the promotion of regional cooperation and insti-
tution-building was Japan’s proposal of a multilateral political dialogue 
based on the ASEAN Post-Ministerial Conference (PMC) proposed by the 
then Foreign Minister Nakayama Tarō. This, also known as the Nakayama 
proposal, was an initiative that subsequently led to the formation of the 
ARF in July 1994—the first multilateral security institution in the Asia 
Pacific.2 Japan’s leadership in promoting the regional political dialogue 
was attributed to keeping the U.S. entrenched in East Asia in response 
to fears of U.S. disengagement from the region in early post-Cold War 
period, and bringing China to the table in the hope of enhancing trans-
parency and certainty in China’s behaviour in the context of its economic 
and military ascendance. In addressing the key security challenges of the 
post-Cold War period, Japan also showed active support for issue-based 
smaller cooperative efforts with the other major powers in the region. 
Japan has been involved in smaller multilateral efforts to address North 
Korea’s nuclear concern, such as the U.S.-Japan-South Korea Trilateral 
meeting (known as the Trilateral Coordination and Oversight Group), 
the Korean Energy Development Organization (KEDO), and the SPT, 
and more recently in the TSD mainly directed at addressing the rise of 
China’s military power in the region.

Factors Determining Japan’s Contribution to 
Regional Cooperation
Japan undertook a review of its foreign policy objectives and approach 
at the onset of the post-Cold War period. One of the outcomes of this 
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review was for Japan to promote policies that would strengthen regional 
cooperation and institution-building. This development in Japanese for-
eign policy can be explained by a combination of external and internal, 
and material and ideational factors, as discussed below.
 The structural transformation represented by the end of the Cold 
War had a direct impact on the U.S. military commitment and presence 
in Japan and East Asia. Japan and other East Asian countries were of the 
view that the U.S. would reduce its military presence, and hence, directly 
impacting East Asian security. This was a result of the U.S. troop reduc-
tion from its bases in East Asia, such as in South Korea, and even base 
closures in the Philippines. The reduction of the U.S. troop presence in 
East Asia, according to Japanese policymakers, posed a serious challenge 
to the security and order of the East Asian region that has been based on 
the U.S.-led hub-and-spoke system, stressing the need for a new approach 
for East Asian security.3
 The structural transformation brought about by the end of the 
Cold War also had a normative dimension. The rivalry-based security 
arrangement of the Cold War period was replaced by the collective 
security characterization at the international level.4 The social structures 
surrounding the Cold War’s security arrangements and threat percep-
tions were renegotiated by the international community. While certain 
features continued to exist, social structures that defined new ideas were 
introduced into the discourse. A sense of prolonged peace in inter-state 
relations temporarily replaced the threat-based discourse that defined 
the relationship between the two leading nuclear powers of the day, the 
U.S. and Soviet Union. Moreover, multilateral governance became the 
preferred foreign option for states supported by the UN, overcoming 
its disadvantageous position during the Cold War, to become a primary 
actor in international relations; the increased acceptance and reliance of 
multilateral organizations to resolve inter-state disputes; and the adop-
tion of the concept of collective security as a means to resolve military 
disputes replaced the Cold War bipolarity. This normative context set the 
stage for Japan to pursue regional cooperative policies in both economic 
and security spheres.
 The U.S. role in East Asia, namely through the U.S.-Japan alliance, 
traditionally had a direct influence on Japan’s contribution to East Asia 
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regional cooperation. However, the influence of the U.S. has gradually 
waned. The comparison of Japan’s responses—its opposition at the East 
Asian Economic Caucus (EAEC) and its support of the ASEAN+3—is 
a clear case in point. Moreover, analysts have pointed out that Japan 
is moving towards developing a more independent relationship from 
the U.S., albeit the prospects of the U.S. military departing from Japan 
remains very slim in the near future.5 As Japan develops a more inde-
pendent role, regional cooperation with its East Asian neighbours will 
rise in policy priorities, especially in the context of China strengthened 
leadership activities in the region.
 During the onset of the post-Cold War period, the leadership had 
aspirations to play a larger role in the East Asian security affairs—a revi-
sion of Japan’s identity in international affairs. According to Ashizawa, 
there was an enhanced recognition within Japan of its major power status 
due to its economic strength.6 Hence, the Japanese leadership embarked 
on a role to contribute and even build the regional order of East Asia. The 
Ministry of Foreign Affairs (MOFA) officials viewed multilateralism as an 
appropriate policy to reassure its neighbours of Japan’s benign intentions 
related to its security role expansion, and also provide an opportunity for 
these countries to voice their concerns about Japan’s security policy.7 This 
coincided with an emergence of a new approach within Japan’s national 
security debates on the means to address Asia-Pacific security challenges. 
During the early post-Cold War period, the fluidity of the East Asian 
environment led the MOFA officials to argue that a new approach to 
maintain the peace and stability of the regional environment that went 
beyond the American hub-and-spoke system was required.8 This new 
approach would involve political dialogue on issues of mutual concern 
that would deepen political and security cooperation among regional 
countries—in addition to the bilateral approach.9 Both points laid the 
foundation to the introduction of the Nakayama proposal.
 For Japan to contribute to the regional security environment, the 
leadership sought an avenue that could mitigate the existing high level 
of mistrust and suspicion against Japan from its neighbouring countries, 
especially China and South Korea. These countries are suspicious of 
moves from Japan that hint at an active security role due to their fears 
of a resurgent militarism by the Japanese government. There were fears 
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that Japan would fill the power vacuum left by the possible U.S. with-
drawal during the early post-Cold War period.10 Hence, it was crucial for 
the Japanese leadership to pursue a security policy that did not suggest 
a return to militarism for Japan—an issue that was taken care of by the 
multilateral approach where Japan is integrated within a complex mul-
tilateral environment.
 The other internal consideration was related to the constitutional 
constraints on Japan’s security behaviour or policy, namely from Article 
9. The constitution has been reinterpreted repeatedly allowing for the 
recognition of the Self-Defense Forces (SDF), the use of military force for 
self-defence and the gradual expansion of Japan’s security role in regional 
and international affairs. Despite these changes, the notion of defence 
remains the kernel of Japanese security policy. There are still constraints 
that preclude Japan from engaging in collective defence initiatives, an 
overseas deployment of the SDF is only legally permitted for peacekeep-
ing missions under strict conditions and for rear-area support during 
missions approved by the UN. Due to these restrictions, Japan’s foreign 
policy approach has been to rely on its bilateral security relationship with 
the U.S. and pursue actively in efforts that promote regional cooperation 
and institution-building in the post-Cold War period.

Japan and Regional Cooperation—Key Points
This section discusses some key points that explain the patterns related 
to Japan’s approach to regional cooperation and institution-building.

Japan has always supported functional cooperation
This project’s theme is the promotion of functional cooperation among 
East Asian states—depoliticized cooperation to meaningful institution 
building in East Asia. Japan’s initiatives of strengthening regional coop-
eration, since the postwar period, could largely be classified as pursuing 
functional cooperation. During the Cold War, these efforts were designed 
to promote trade with its neighbouring and the Southeast Asian countries 
in exchange for markets and resources, and reinforcing Japan’s core posi-
tion in East Asia. Due to its economic superiority, Japan extended the 
Official Development Assistance (ODA) to ailing East Asian economies 
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in exchange for favourable economic conditions for Japanese interests 
and investments in the recipient economies. Such an approach led to 
the creation of production networks based on Japan’s keiretsu system 
of business, and the spread of the Japan-led developmental state model 
across East Asia.11 While the hostile reactions to Tanaka Kakuei’s visits 
to Indonesia and Thailand in 1974 led to an attempted revision to Japan’s 
involvement in Southeast Asia, the depoliticized approach remained the 
dominant feature of regional cooperation in the Cold War period.
 Functional cooperation continues to be a defining feature in Japan 
policies to promote regional cooperation in the post-Cold War period. 
However, three points deserve mention here. First, these efforts are no 
longer focused on reinforcing Japan’s core position in East Asia due to 
China’s economic and military ascendance, and ASEAN’s leadership role 
in promoting regional cooperation. Second, Japan’s efforts have expanded 
beyond the traditional focus on promoting economic cooperation to 
incorporate political and security dimensions. Third, functional coop-
eration is not the desired end goal for Japan. Instead, Japanese officials 
hope that with functional cooperation, shared behavioural patterns would 
develop based on a shared concept of East Asian identity. For example, 
one of Koizumi’s objectives of promoting regional cooperation was to 
promote the concept of an “East Asian identity” that serves to clearly 
define what the regional policies and how they can be achieved based 
on the norms of the region set against targets agreed by the regional 
states.12

The “region” has becoming increasingly more important
East Asia, as a “region”, is increasingly becoming a central dimension in 
Japanese foreign policy considerations.13 Japan, along with other major 
powers of the region, U.S., China, and South Korea, are aware that they 
share similar challenges in issues, such as the economic crisis, environ-
mental degradation, the fight against terrorism, nuclear and ballistic 
missile proliferation. These states recognize that the solution to these 
challenges requires a regional solution through multilateral institutions. 
When the region-wide multilateral institutions do not produce desired 
results, these states have tended to rely on issue-based fora that incor-
porate the major stakeholders of a particular issue to exercise collective 
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leadership in seeking to address a regional challenge. The approach of 
regional cooperation described above is referred to by Gilson as “strate-
gic regionalism” or, as this project suggests, “functional cooperation”.14 
According to Gilson, this does not reflect a growth of “regional con-
sciousness” but a “consciousness of a region”; hence, policymakers do not 
necessarily work towards the construction of an East Asian identity but 
extract value from the concept of a region.15 It is through such cooperative 
efforts at the regional level that “strategic trust” grows among the major 
powers that are expected to have competitive relationships.16

 In addition to functional cooperation, there are also efforts to build 
cooperation among the states that is based on common East Asian 
norms and identity. The ASEAN+3 is a good example of this point. It 
adds a new dimension in Japan’s policy to promote regional cooperation 
between Northeast and Southeast Asia over a wide-range of areas.17 This 
mechanism is perceived to be a serious attempt by regional states to 
engage in cooperative efforts that is governed by the norms that define 
East Asian regional cooperation and formulating regional responses for 
regional problems, be it economics and/or security. Even though the U.S. 
is excluded from the ASEAN+3, Japan has been active in institution-
building efforts in the context of the ASEAN+3—at variance with Japan’s 
reactions to the EAEC proposal in 1990. The ASEAN+3 is used to not 
only build integration as a region as a whole but also through ASEAN’s 
partnerships with China, Japan, and Korea. The individual partnership 
ASEAN has with the regional partners inadvertently strengthens the 
regionalization efforts of the ASEAN+3—what Japan calls a “two-track 
approach”.18

Japan is Showing Less Support for Security 
Multilateral Institutions
According to Yuzawa, Japan’s interest in the ARF has decreased from the 
late-1990s—an approach that shows a shift from “optimistic liberalism” 
to “pessimistic realism”.19 The reasons attributed to this development are 
that the ARF has not produced meaningful cooperative measures and 
dialogue, and it has been unable to address Japan’s security concerns. 
Japan views that ARF is, at best, useful for confidence-building measures. 
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Japan’s ARF policy is also limited by internal and external constraints: (i) 
U.S. misgivings about Japan’s tilt towards regional security multilateral-
ism; (ii) domestic organizational limitations; (iii) lack of consensus on 
the value of security multilateralism within Japanese government; (iv) 
lack of political support for bureaucratic initiatives; and, (v) challenges 
between the bilateral and multilateral security approaches.20

 Instead, Japan has pursued to strengthen its main pillar of security 
policy—the bilateral relationship with the U.S. Since the mid-1990s, Japan 
and the U.S. have worked closely to institutionalize a stronger bilateral 
defence relationship through the greater integration of the Japanese 
military into U.S. operations during both crises and peace periods.21 
Due to the inability of large multilateral institutions to address existing 
security challenges, Japan has also focused on issue-based mechanisms 
such as the SPT directed at addressing North Korea’s nuclear issue. 
More recently, Japan has shown keen interest in the TSD with the U.S. 
and Australia, which represents the emergence of Japan’s value-based 
security policy—close cooperation with other democracies to address 
the leading security problems.22

Japan Adopts a Multi-tiered Approach to Regional 
Cooperation
Japan adopts a multi-tiered approach to regional cooperation that 
includes multilateral, minilateral, and bilateral mechanisms.23 This 
approach allows Japan to do the following.

	 •	 Overcome	the	weaknesses	of	existing	multilateral	fora.	As	the	
existing multilateral fora failed to protect and/or promote Japan’s 
national interests.

	 •	 Overcome	the	historical	issue	with	its	neighbours.	Japan	adopts	
the multi-prong strategy to circumvent the high level of mistrust 
and suspicion Japan faces from the neighbouring countries. It 
serves Japanese foreign policy in that the multi-prong approach 
facilitates a benign regional focus that permits Japan to assume 
the economic and security roles increasingly demanded of its 
by still wary neighbours.
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	 •	 Avoid	isolating	China.	Japan	engages	with	China	through	bilat-
eral and in multilateral fora. Both countries realize the impor-
tance of maintaining a stable economic and political relationship 
for themselves and the region. The multi-prong approach offers 
the means of countering both tensions with China and concerns 
over growing U.S.-China dialogue.

	 •	 Address	 the	perceived	 rise	 in	 threats	 from	China	and	North	
Korea. The rise in perceived threats from North Korea and 
China has led to the strengthening of bilateralism in Japanese 
foreign policy, namely the U.S.-Japan bilateral relationship. 
An important point to note is that Japan’s prioritization of the 
bilateral relationship with the U.S. has a direct impact on the 
multilateral process. For example, when Japan and the U.S. 
strengthened their bilateral security relationship through the 
revision of the defence guidelines in 1999 and the agreement 
to cooperate in the Theatre Missile Defence (TMD) project, 
China viewed these developments as part of a strategy to contain 
China.24 This directly hampered Japan’s efforts to seek progress 
in the ARF process. Moreover, it is open to question whether 
Japan will support the ARF’s progress to the Conflict Resolution 
phase—third phase of ARF process.25 According to Yuzawa, such 
an international mechanism might constrain the U.S. military 
activities and undermine the credibility of its commitment to 
the bilateral alliance.26

Conclusion
This research brief provides an overview of Japan’s approach to regional 
cooperation and institution-building. It offers an overview of Japan’s 
involvement in regional cooperative efforts in the postwar period, the 
main factors that influence Japan’s policies towards regional coopera-
tion, and a summary of the key points that explain the patterns related 
to Japan’s approach to regional cooperation and institution-building.
 As explicated above, Japan’s approach fits well with the theme of 
the project—functional cooperation. Since the postwar period, Japan’s 
involvement in promoting regional cooperation could largely be classi-



100

RSIS Monograph No. 15
Collaboration under Anarchy: Functional Regionalism and the Security of East Asia

fied as functional cooperation. However, this is not the end the goal for 
Japan. Such efforts, described as functional cooperation, are seen as initial 
steps to introduce a context conducive for the emergence of norms and 
lay the foundation for the construction of an East Asian identity. While 
the ASEAN norms have governed East Asian regional cooperation, these 
are not necessarily East Asian norms. There is a need for the process to 
take its course for such norms to emerge. To encourage further regional 
cooperation, it is important to promote a loose, non-binding mechanism 
for states to be involved in.
 The key points related to patterns of Japan’s regional cooperation 
and institution-building efforts are:

	 •	 Japan	has	always	supported	functional	cooperation.
	 •	 The	East	Asian	region	has	becoming	increasingly	more	impor-

tant for Japan’s foreign policy considerations. Functional coop-
eration is not only in reference to a depoliticized cooperative 
endeavour but could also refer to the coming together to address 
a specific concern, such as ARF’s purpose of addressing the rise 
of China. One such example has been the relative success of the 
SPT to disarm North Korea from a nuclear capability.

	 •	 Japan	is	showing	less	support	for	security	institutions	due	to	the	
slow progress as perceived by Japan.

	 •	 Japan	adopts	a	multi-tiered	approach	to	regional	cooperation	
that includes multilateralist, bilateralist, and minilateralist or 
sub-regionalist efforts.
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india’s peRspeCtiVe on 
Regionalism in asia

Kripa Sridharan

India’s role in old regionalism
The idea of Asian regionalism grew alongside the Asian countries’ anti-
colonial struggle in the aftermath of the World War Two. Anti-colonialism 
provided the foundation for solidarity among Asian peoples divided along 
racial, linguistic, religious, historical, political and geographical lines. It 
triggered the idea of pan-Asian gatherings, which provided a valuable 
platform for these nations to meet and mingle. Regional cooperation 
was perceived by them as the best means of consolidating their shared 
aspirations and forging an Asian union.
 In the early part of the twentieth century, elites in India regarded 
their adjacent regions as familiar to them because of India’s association 
with them since antiquity. In fact, Southeast Asia was perceived as the 
cultural frontier of India as the region figured prominently in India’s world 
view soon after independence. At that time the noteworthy strand in 
Indian thinking was that Western imperialism had erected unnecessary 
barriers between Asian societies and that once colonialism ended these 
nations would rediscover each another to their mutual benefit. Elites like 
Jawaharlal Nehru were strongly persuaded by this argument and this led 
them to organize large conclaves such as the Asian Relations Conference 
(ARC) in 1947 and Conference on Indonesia in 1949.
 The initial phase of regional cooperation was guided by empirical as 
well as normative concerns. It was empirical to the extent that some of 
these states promoted collective action at the regional level to achieve 
their goals for national autonomy and economic development. At the 
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normative level, regionalism was expected to create regional peace, order 
and stability. Regionalism was regarded as a good thing to pursue and 
states were therefore keen to participate in efforts that were devoted to 
the establishment of a regional entity.
 There was nothing definitive about the shape of such a body; none-
theless, persistent efforts were made to establish some rudimentary 
structures. One of the first tangible results of such thinking was the 
ARC which met in New Delhi. This was principally a product of Nehru’s 
vision. He discussed the idea of convening a pan-Asian conference with 
his Southeast Asian hosts in 1946 and was heartened by their positive 
response. Nehru was firmly of the opinion that India was ideally placed 
to take the initiative because, according to Werner Levi, Nehru believed 
that “quite apart from history and sentiment, there was the compulsion 
of geography in India’s future status. This view made India the pivot of 
Asia’s struggle for freedom, no matter what schemes of defence or strategy 
anybody might work out”.1
 The ARC was largely an effort to raise mutual interactions from 
mundane to a lofty level where thoughts of Asian unity, Asian solidarity 
and Asian spirit could be endowed with form and substance. Being the 
first attempt, the organizers of the conference proceeded with caution. 
Great care was taken to avoid any controversial political issues from being 
included in the agenda. The focus was mainly on freedom movements, 
economic development, migration and racial problems.2 Although India 
was the prime mover of the conference, it took immense care to avoid 
the impression that it was assuming a leadership role. Moreover, Nehru 
did not want the gathering to be perceived as directed against any other 
region or race.
 The next major Asian gathering was the New Delhi Conference on 
Indonesia. It was specifically convened in the wake of the second Dutch 
“Police action” in Indonesia. Fewer nations attended this official confer-
ence as compared to the unofficial ARC. The conference succeeded in 
passing three resolutions. The first one condemned Dutch action and 
urged effective UN intervention. The second resolution entreated the 
participating nations to coordinate their response on Indonesia in their 
deliberations in the world body. The third resolution urged the partici-
pants to explore the possibilities of forming regional associations within 
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their geographical areas. Significantly, a large proportion of the confer-
ence time was spent on the last subject even though no consensus on 
the structure of a regional organization emerged from the deliberations. 
This was because of the vast diversity of views among the participants. 
While a regional organization seemed to hold some attraction, it was 
also feared that it could be used by the bigger regional states to dominate 
their smaller neighbours.
 The next important Asian regional conclave was the 1955 Bandung 
Conference. It was the first major meeting of leaders from the newly 
independent states of Asia and Africa. Indonesia took the lead to convene 
the meeting with the aim of promoting mutual goodwill and to project 
a common world view. Although the objectives strongly stimulated the 
participants’ interest and persuaded them to attend the meeting, there 
were scores of issues on which they were divided. This did not augur well 
for the future of Asian regionalism as such, and consequently, no further 
efforts were made to convene such large gatherings.
 India’s perspectives on regionalism were sharply influenced by the 
experience of these pioneering endeavours. They shaped India’s subse-
quent attitude towards Asian regionalism in a number of ways.
 First of all, these gatherings were an eye opener of a painful kind for 
India. They disposed of the myth of Asian solidarity leading to a benign 
pan-Asian federation.
 Secondly, India realized that there was a great deal of reluctance 
among Asian states to establish any central organization to propel for-
ward Asian integration. The newly created Asian Regional Organization, 
following the ARC, never matured as a regional body of consequence.
 Thirdly, the unspoken but palpable competition between the two 
Asian giants, China and India, created apprehensions in the minds of 
their smaller neighbours who feared that Sino-Indian rivalry would 
compel them to choose between the two. India was acutely aware of the 
suspicion of the smaller South and Southeast Asian states that Western 
imperialism might be substituted by Asian imperialism. Given this feel-
ing, India was reluctant to advocate any concrete cooperative scheme 
that might provoke an adverse reaction. But without an Indian lead, it 
was unlikely for any meaningful regionalism to take off in Asia.
 Fourthly, following the ARC meeting, three factors put paid to any 
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hopes of India exerting itself to construct a regional edifice: the commu-
nist victory in China; the beginning of the Cold War; and, the outbreak 
of the Korean War.
 India grew extremely sensitive about any proposal that called for a 
regional gathering to discuss regional issues since it could raise the ire of 
Communist China. Precisely because of this concern, India’s participation 
in the 1950 Baguio conference tended to be lukewarm. By that time, India 
was convinced that motivations for regional cooperation in Asia were 
not powerful enough. The intrusion of the Cold War in Asia raised a real 
security threat and therefore for India, the projection of non-alignment 
became more compelling than Asian regionalism. Nehru’s focus turned 
towards the creation of a peace area instead of a specific regional institu-
tion. By peace area, he meant an area free from Cold War inspired alli-
ances and military pacts. India concluded that it was more imperative to 
forge a common foreign policy outlook among like minded states before 
embarking upon any scheme for building a regional structure.
 Finally, India, which had initially been very keen on these large 
gatherings, began losing interest in them. Nehru gradually moved away 
from schemes of “federalist unification before the first conference, to 
coordination through the ARC, to inter-governmental consultation as 
suggested in the Indonesian conference”, thus slowly whittling down the 
original intent towards a regional entity.3 Earlier, Nehru had tended to 
view an Asian grouping as an alternative to a world organization. Had 
the UN been ineffective he reasoned, the need for an exclusive regional 
effort would have been automatically strengthened. But as it transpired 
in the Indonesian issue, the UN had responded somewhat favourably and 
there were indications that it would do so in the Korean case. Therefore, 
a separate regional process did not seem all that imperative.4
 Precisely at the time when India’s interest in Asian regionalism was 
waning, the interest of the super powers in regionalism began to grow. 
Initially, from the vantage point of major global powers regionalism at 
the peripheries seemed a wasted effort. Neither of the super powers 
championed the cause of Asian regionalism. But the situation changed 
dramatically with the onset of the Cold War. Subsequent regional efforts 
became a by-product of the bipolar conflict as they manifested in the form 
of alliances and defence pacts. India was vehemently opposed to these 
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defence treaties and lobbied hard to prevent smaller Asian states from 
joining them. Although it did not wholly succeed in this effort, it began 
devoting its attention to the strengthening of the non-aligned movement 
as a counter to the Cold War military alliances. This naturally caused it 
to shift its attention away from regionalist concerns.
 To Nehru, the two fora of association possible for India were those of 
the UN and the Commonwealth. Both were not regional but worldwide 
associations and neither was aimed at any military or political grouping 
in the world. He also felt that frequent gatherings of the new states were 
unnecessarily causing alarm in the West since these were perceived as 
attempts to form a separate bloc. In any case, these conferences embar-
rassingly brought out the latent conflicts among the participants and 
were in effect damaging the cause of Third World solidarity.
 Although India continued to show some perfunctory interest in 
regional cooperation in Asia its heart was not in it. Periodically it floated 
the idea of a broad-based regional economic organization but it did not 
bother to flesh it out. New Delhi, however, continued to emphasize the 
benefit of cooperation on functional lines and was steadfastly against 
involvement in any security or defence oriented regional schemes. One 
might say that India at this time was more forthright about what it did 
not want in a regional forum rather than what it wanted. Unfortunately, 
India’s economic cooperation proposal did not hold much water given 
its weak economic stature and inward looking economic policies.
 Meanwhile, states in certain regions like Southeast Asia had moved 
on to the next regional phase with the formation of ASA and the abor-
tive MAPHILINDO. Following this desultory beginning they eventually 
succeeded in forming a more viable association in 1967. The formation 
of ASEAN was a culmination of the regional process that began even 
before some of the ASEAN states became independent. ASEAN was 
limited in geographical scope and was essentially a sub-regional entity. 
After two decades of dabbling in both wider and narrower regionalism 
the member states of ASEAN settled for a smaller forum comprising 
like–minded states. Both from the point of geography and political 
orientation, India stood excluded from Southeast Asian regionalism. In 
fact, it was completely out of the Asian regional game by the end of the 
1960s.
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India and New Regionalism
The South Asian dimension
India’s reengagement with regionalism occurred after a long hiatus 
in the 1980s. Since then this reengagement has occurred at different 
levels—regional, sub-regional transregional, inter-sub-regional, and 
super regional.
 Let us first look at the South Asian regional level. India was a found-
ing member of the South Asian Association for Regional Cooperation 
(SAARC), which came into existence in 1985. Contrary to regionalist 
experience elsewhere South Asian regionalism was neither initiated nor 
driven by the region’s pre-eminent power. Instead, it was Bangladesh, 
under President Ziaur Rahman, that took the lead for the establishment 
of an institutional framework for cooperation in South Asia. The South 
Asian regional project eventually moved forward with a series of meet-
ings held at the Foreign Secretaries and Foreign Ministers level in the 
early 1980s eventually culminating in the SAARC summit held in Dhaka 
in 1985.5
 Right from the beginning, India was ambivalent about a formal 
regional arrangement in South Asia. It feared that the regional forum 
would be used by its neighbours to exert pressure on issues that bedevilled 
their relations with New Delhi.6 India was also worried that behind the 
regional project lurked an external hand, with its own agenda, and which 
could adversely affect Indian interests.7 But at the same time, India could 
not opt out of the regional process because that would have been impru-
dent given the nature of inter-state relations in South Asia. In the end, 
it decided to join SAARC after being assured that the association would 
be governed by the principle of unanimity, and bilateral and contentious 
issues would be kept out of its agenda. The first SAARC summit met 
amidst great hope. SAARC was perceived as a vehicle to build regional 
trust and lay the foundations for amicable relations between member 
states. Although this objective continues to elude SAARC, it is still a 
functioning entity. SAARC’s progress has been marred by South Asia’s 
bilateral problems that often trump regional cooperation.
 It is argued that a vigorous Indian role could inject a sense of pur-
pose into South Asia’s somnolent regionalism. There were moments 
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when regionalism did receive the necessary push from Indian leaders 
but these were few and far between. The smaller states’ fixation with 
Indian “hegemony”, no doubt, leaves very little room for a pro-active 
Indian role but the more important question is whether India regards 
SAARC as relevant at all. Doubts on this score abound. This is because, 
as a former Indian diplomat notes, “SAARC does, periodically tend to 
become a forum for ‘India bashing’ by any member that has a real or 
imaginary grievance with India”. He further adds that it should, however, 
be made clear to other SAARC members that if we are not going to 
achieve substantive progress on expanding economic co-operation within 
the SAARC framework, we will seek to achieve this both bilaterally and 
sub-regionally outside SAARC. In any case, it is now time for us to look 
beyond the narrow confines of the subcontinent, shed some of our earlier 
inhibitions on projects of sub-regional cooperation and develop new 
links and strands of cooperation bilaterally, sub-regionally and regionally 
across the entire Indian Ocean region.”8 This line of argument shows the 
impatient strand in Indian thinking verging on frustration, which holds 
it back from taking a pro-active role in SAARC.
 Regional economic cooperation has been India’s preferred option 
to make SAARC more effective. It is persuaded more by the neo-func-
tionalist logic with its emphasis on “spill over effect” and cooperation 
in one area, engendering cooperation in other areas. The benefits from 
economic cooperation, India expects, would eventually dampen politi-
cal differences between the regional states and strengthen the SAARC 
process.
 In his speech at a conference of SAARC information ministers, former 
Prime Minister Atal Behari Vajpayee dwelt on the merits of putting 
economics before politics as the best way to transform bitter hostilities 
into friendly relations. He warned SAARC members that “they would 
miss the opportunities unleashed by globalization unless they followed 
the example of EU and ASEAN where the member states had forgotten 
their traditional political rivalries and embraced the economic path 
to prosperity”. [Emphasis added]9 (Interestingly, speaking at the same 
forum Pakistan’s Information Minister, Sheikh Rashid, however took 
an exactly opposite view of EU and ASEAN’s experience. He said that 
“close cooperation and (economic) development can only develop in a 
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regional grouping when there is complete political harmony among its 
members” [emphasis added], as had been the case with other regional 
organizations.)10

 In keeping with its preference for economic regionalism, India has 
made a series of proposals to boost South Asian integration. It has put 
forward the idea of a South Asian economic union, South Asian currency, 
multilateral tax treaty, investment dispute settlement mechanism and so 
on.11 These proposals indicate India’s commitment to SAARC, which is 
a change from its earlier stance which was one of aloofness. According 
to Shaym Saran, former Foreign Secretary and currently, Special Envoy 
to the Prime Minister on Climate Change:

“During the past decade there has been a steady rethink in India’s 
approach to its neighbourhood. The new Indian approach is encapsu-
lated in India’s current message to its neighbours—look upon India as 
an opportunity and not as a threat. From being a reluctant and often 
suspicious partner in SAARC, India is now an unambiguous champion 
of a vision of an integrated region where shared prosperity could help 
usher in peace.”12

 Even though India recognizes that it cannot ignore South Asia, it is 
also aware of its uninspiring neighbourhood. The annual Failed States 
Index published by Foreign Policy and the Fund for Peace, an independ-
ent research organization, mentions a list of thirty five states that face 
the risk of cracking up. Of these several are in Africa but disturbingly 
five are in South Asia. They are ranked thus: Afghanistan at 7, Pakistan 
at 9, Bangladesh at 12, Sri Lanka at 20 and Nepal at 23.13 If five SAARC 
members are headed in this direction India might well wonder about 
investing more effort into SAARC even if it realizes that the consequence 
of being surrounded by failed states can be horrendous for India. That 
said, the need to engage with the region is unavoidable. This has com-
pelled India, of late, to make unilateral gestures such as allowing duty-
free imports of all goods from the least developed members of SAARC 
and a US$100 million contribution to the SAARC Development Fund to 
help the weaker members. But at the same time, SAARC’s unimpressive 
progress and the foot dragging by individual members have led India to 
search for other regional options.
 One such option is sub-regional economic cooperation in South 
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Asia comprising a smaller group of states. This was mooted in 1997 and 
endorsed by SAARC. The intention was to create a quadrilateral growth 
initiative comprising Bangladesh, Bhutan, India and Nepal (BBIN-GQ). 
Potential areas of cooperation in hydel resources, oil and gas, infrastruc-
ture, transport, tourism and industries based on natural resources have 
been identified and working groups have been established to take the 
initiative forward. India is aware that the quadrangle has the potential 
to develop as a critical sub-regional growth area but the Quadrangle is 
yet to take off in a meaningful way.
 India had also proposed another sub-regional growth zone part-
nering Sri Lanka and the Maldives But nothing under this scheme has 
materialized so far because of national sensitivities and reservations from 
the other members. For instance, when it was in power, the Bangladesh 
National Party (BNP) regarded these initiatives as a Machiavellian ploy 
by India to scuttle SAARC and dominate the smaller states.14 Pakistan 
has also been extremely wary of endorsing sub-regionalism in South 
Asia because it feels that India is using this approach to isolate it. Mini 
growth-zones are perceived as subversive by some SAARC members. 
The politics underlying these schemes seem to trump the economics 
that rationalizes them.

Beyond South Asia
Partly because of SAARC’s unimpressive progress and its own grow-
ing global economic profile, India’s interest in regionalism is no longer 
confined to South Asia. Without abandoning SAARC, it is expanding its 
presence in other regional clusters. It has also put on the table its own 
vision of Asian regionalism. On might say that India has broken out of 
the regional straight jacket as a reaction to the stalemate that prevails 
in South Asia. Obviously, not everyone agrees that it is wise to abandon 
the region which these moves supposedly imply. This is because, try as 
it might, India cannot ignore its neighbourhood and achieve its interests 
by leapfrogging into other regions without securing its backyard. A more 
vigorous engagement with its own region is considered vital for an India 
that seeks to play a wider international role.15

 Nevertheless, India’s engagement with Asian regionalism now is 
occurring at different levels—sub-inter-regional, trans-regional and 
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super-regional—and across different dimensions, economic, security, 
political and cultural.
 Sub-inter-regional cooperation is reflected in the Bay of Bengal Initia-
tive for Multi-Sectoral Technical Economic Cooperation (BIMSTEC).16 
This initiative brings some of the states from South and Southeast Asia on 
a common platform. It was established in 1997 and currently comprises 
Bangladesh, Bhutan, India, Myanmar, Nepal, Sri Lanka and Thailand.
 The cooperation under this forum covers the following six areas: 
trade and investment; technology; transport; communications; energy; 
tourism; and, fisheries. Member states agreed to establish a BIMSTEC 
free trade area for which the framework agreement was signed in 2004. 
A Trade Negotiating Committee (TNC) has been set up and Thailand 
is the permanent chair of the Committee. A fair amount of progress has 
been made in the negotiations on the BIMSTEC Free Trade Agreement 
for trade in goods which is a promising start.
 As Prime Minister Manmohan Singh noted in his speech at the inau-
guration of the Second BIMSTEC Summit, “BIMSTEC is an important 
part of the wider Asian community. It has the potential of playing a vital 
role in the Asian community of nations linked by effective road, rail, air 
and shipping services across which there would be free movement of 
people, capital, ideas and goods. India is firmly committed to the ideals 
and objectives of BIMSTEC.”17 India’s keenness to bolster BIMSTEC is 
because it is a better alternative to SAARC for augmenting trade and 
investment because there are no serious conflicts of interest among the 
member-states. BIMSTEC is also seen as providing an opportunity for the 
economic development and integration of India’s northeast region.18

 The other inter-sub-regional framework of interest to India is the 
Mekong-Ganga Cooperation (MGC) which was launched in November 
2000. Its members are Cambodia, India, Myanmar, Laos, Thailand and 
Vietnam. The Vientiane Declaration, marking the inauguration of the 
grouping, noted that it had been “inspired by a common desire to develop 
closer relations and better understanding among the six countries to 
enhance friendship, solidarity and cooperation”.19

 MGC is organized around an annual ministerial meeting, senior offi-
cials meeting and five working groups dealing with tourism, education, 
culture, communication & transportation. The development of the East-
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West corridor and the Trans-Asian Highway has figured prominently 
in the programme of action. India has made a US$100,000 to the MGC 
fund in addition to the US$1 million grant announced by the Indian 
Prime Minister for the establishment of a traditional textile museum in 
Cambodia.20

 The meetings of the MGC take place back-to-back with the ASEAN 
Ministerial Meeting and Post-Ministerial Conference that are held annu-
ally. While the MGC is a laudable effort to knit together an area that is 
also home to a great many poor people, the effort is still very much in 
its infancy. How effective this cooperative venture will be in harnessing 
the available natural resources to improve the life of the people remains 
to be seen. From its aims and the thrust of the statements made by the 
leaders, the expectation is that the MGC will offer ample opportunities 
for enhancing people-to-people contacts and communication which 
could eventually help in the development of the countries straddling the 
sub-region. The Asian Development Bank has been an enthusiastic sup-
porter of sub-regional initiatives in South Asia as in Southeast Asia.
 The India-ASEAN formal linkage through a dialogue partnership 
belongs in the trans-regional category. It must be pointed out that India’s 
attitude towards Southeast Asian regionalism is markedly different from 
its attitude towards South Asian regionalism. Its positive view of the 
ASEAN region’s spectacular progress was one of the main triggers for 
New Delhi’s Look East policy. Following the articulation of this policy, 
New Delhi actively sought a formal linkage with ASEAN and became its 
dialogue partner in 1995.
 India-ASEAN interactions have grown thicker in the last two dec-
ades. There is considerable convergence in the security perspectives of 
India and the ASEAN states. Both desire a stable and peaceful regional 
order, and safety of sea lanes, and share similarity of views on combating 
international terrorism.21 India-ASEAN interaction now comprise an 
annual summit, annual foreign ministers meeting, regular senior officials 
meetings and exchanges in specialized working groups that address vari-
ous functional interests. The recently concluded free trade agreement 
between India and ASEAN has boosted the prospects of even closer ties 
between the two sides. Trade between them is expected to surpass US$50 
billion by 2010. India-ASEAN trade in 2007–2008 was around US$38.37 
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billion and is slated to rise to US$48 billion this year. Overall, a marked 
linear progression has occurred in India’s involvement in Southeast Asian 
regionalism both at the formal and informal levels.
 India’s membership in the ARF, its participation in the East Asia Summit 
and the Asian Economic Community proposal would belong in the super-
regional category. Membership in the ARF, in a way, has led India back to 
the days when it favoured broad based regional fora albeit with a noticeable 
difference. While in the era of old regionalism it was totally against any form 
of regional security dialogue or cooperation with any grouping, it no longer 
entertains any reservations about joining such fora.
 India readily acknowledges the value of ARF, the only political and 
security dialogue forum in the region, which enables it to “engage with 
a broader range of countries and work towards the goal of ensuring 
regional peace and stability”.22 India is keen on regional cooperation to 
enhance maritime security via the ARF platform. As a major user-state of 
the Malacca Straits it would like to contribute towards any effort that is 
aimed at securing this vital sea lane. It favours the idea of developing the 
existing sub-regional maritime security cooperation into a multilateral 
maritime security arrangement within the ARF framework.23

 Asia’s multi-layered regional approach saw the birth of yet another 
forum in 2005. In order to broaden the base of regional cooperation and 
engage as many external powers as possible in the region, a new pan-Asian 
forum called the EAS was inaugurated in December 2005. EAS brings 
together the leaders of ASEAN, China, Japan, South Korea, Australia, 
New Zealand and India under a common umbrella. It is a forum for stra-
tegic dialogue to address the challenges facing the East Asian region.
 The supporters of EAS regard it as a first step in the creation of an 
EAC. Initially, the EAS had difficulty getting off the ground because of 
China’s reservations about including India and the others in the summit. 
Beijing ideally prefers to strengthen the ASEAN+3 process and manage 
the creation of an EAC under its leadership. It is not particularly in favour 
of letting EAS take the lead in community creation. Towards this end, 
it suggested that the EAS should have a differentiated structure divided 
between core and peripheral tiers.24 However, this did not find favour 
with ASEAN. In the end, China had to accept reluctantly the reality of 
equal membership for all states. Indonesia, Singapore and Japan were 
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particularly keen that the summit should include India, Australia and New 
Zealand so as to make it more inclusive and outward-looking. ASEAN 
states also made sure that the summit was held in Southeast Asia follow-
ing the annual ASEAN summits.25 Earlier China had made a bid to host 
the summit but this was ruled out by the ASEAN states. ASEAN insisted 
that it should be the driving force for regional community building effort 
in the Asia-Pacific region. India sees merit in this argument as ASEAN has 
the necessary “software” to lead the process. It is also perceived as the least 
objectionable actor without any hidden agenda to steer the community 
building effort. India has been very enthusiastic about its participation 
in the EAS. On the eve of his departure to Singapore to attend the Third 
EAS Summit Prime Minister Manmohan Singh noted:

This Summit is one of the most ambitious exercises of community 
building and integration ever attempted in Asia. The East Asia Summit 
has identified five areas of cooperation—energy, education, finance, 
avian influenza and national disaster mitigation. India has taken and 
is ready to take many initiatives in these areas…East Asia is home to 
some of the fastest growing economies of the world. The creation of a 
cooperative framework in East Asia will have a profound impact on the 
global economy and international relations. India’s role in the success 
of this enterprise is crucial.26

 India is of the view that the EAS provides the best opportunity for 
creating an enlarged Asian community of nations powered by shared 
values and interests. India’s growing economic links with the 16 EAS 
countries is regarded as an essential step in building such a community. 
In 2006 the total volume of India’s trade with EAS countries amounted 
to US$80.1 billion. The share of EAS countries in India’s total trade rose 
from 18 per cent to 26 per cent between 1991 and 2006.27

 According to India, the core group of consequence for the realization 
of Asian integration would be the major Asian economies that ASEAN 
engages annually at the summit level. Indian analysts refer to them as 
JACIK (Japan, ASEAN, China, India and South Korea) countries. There 
are considerable complementarities in their production and trade struc-
tures and JACIK economies have the potential to become “the third pole 
of the world economy”.28 Close economic interaction between these coun-
tries has virtually created an economic community, a view that resonated 



116

RSIS Monograph No. 15
Collaboration under Anarchy: Functional Regionalism and the Security of East Asia

in Prime Minister Manmohan Singh’s speech in 2004. He envisaged the 
establishment of an Asian Economic Community to augment growth in 
the region and move towards an integrated Asia because, as he put it, 
“Such a community would release enormous energy and constitute an 
arc of advantage …” for the entire continent.29

 India’s presence and role in Asia’s evolving regional integration is no 
longer doubted by anyone. Many regional countries desire India to play an 
active role in existing and future regional arrangements so as to make them 
more balanced without being totally dominated by any one power. India 
is very much receptive to this idea and unlike before, it wants to be a key 
actor in these schemes. Of all the South Asian countries, India is certainly 
the best placed to realize the benefits of super-regionalism. Its growing 
economic weight is recognized by the East and Southeast Asian countries 
who welcome its presence amidst them. This has certainly made India 
more enthusiastic about projecting its views on regional integration.
 Asian countries, however, are aware that while they share certain 
commonalities in their approach to economic cooperation, there are vast 
differences in their political and security outlooks. This is particularly so 
as far as the relationship between the three major Asian powers—China, 
Japan and India—are concerned. The China-Japan dyad and the China-
India dyad are not always stable. They display a mix of conflict, compe-
tition and cooperation necessitating a multi-layered approach to Asian 
community building effort. In fact, the reason that multiple proposals 
for regional cooperation keep emanating from various countries in Asia 
is because of the differences in political and security perceptions among 
the members of the various sub-regions—South Asia, Southeast Asia, 
Northeast Asia and Australasia—even as they share certain common 
interests.30 But as long as these proposals are not exclusive in nature 
and they reinforce the necessity for regional cooperation, they can do 
no harm as they are a product of both hope and conviction.

Conclusion
Asian regionalism is still evolving and it may take a long time for an all 
encompassing structure to emerge. It is encouraging to see that all the 
key Asian states are committed to the project. On its part, India has suc-
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cessfully reconnected with Asian regionalism and is not averse to playing 
an active role in fostering a regional identity. It recognizes that the basis 
of formal cooperation exists in the wider Asian region even if its final 
shape is mired in uncertainty. India’s perspectives on regionalism display 
elements of continuity and change. Much like the earlier period it still 
prefers a broad-based, functionally oriented inclusive regionalism. But 
unlike before, it is no longer a reluctant regionalist. Secondly, while in 
the past it was hesitant to welcome sub-regional cooperative endeavours 
it now views them in a positive light. In other words, it regards a multi-
layered approach to regional cooperation with a mix and match strategy 
as inevitable in the Asian context. Finally, it is more forthright about the 
need for cooperation on regional security issues and perceives itself as a 
core state that has a role in the maintenance of a stable balance of power 
and security in Asia.
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the Case foR an infoRmal appRoaCh
AN AuStRAlIAN PERSPECtIvE

Robert Ayson and Brendan Taylor

Australian television watchers have in recent years been bom-
barded with garden renovation programs (including the subtly 
named “Backyard Blitz”) where a group of lesser celebrities 

descend on a suburban homestead and transform its external appear-
ance over a long weekend. New wooden decks are built to support the 
Australian barbeque experience, tatty lawns become trendy paved areas, 
and large palms and trees are imported at great expense and craned into 
gaping holes dug by other large pieces of machinery. The lucky family 
returns from two days at an amusement park on Queensland’s Gold Coast 
to find the garden of their dreams (or otherwise) purpose-built for their 
future outdoor enjoyment.
 In all the excitement of these instant “outdoor rooms” something of 
the adventure and reality of genuine gardening is lost. Part of the project 
will last. In twelve months’ time—and even in twenty years’ time—the 
formal garden structures will probably remain—the gazebos, water 
features and feature walls, although they will look increasingly dated. 
In other words the formal architecture of the new garden will be intact. 
But as the Australian sun beats down, and as the non-gardening family 
ignores many herbaceous cries for help, within just a few months the 
hastily imported plants may not be so lucky. In extreme cases the result 
may be plenty of outside buildings but no living things: the horticultural 
equivalent of a neutron bomb explosion.
 Slow-growing and well-tended gardens also have structure. But the 
approach is quite different. As the trees which suit the climate and are 
best positioned for light and water grow together they create an informal 
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structure which also supports medium shrubs and smaller plants. The 
gardener is not an instant architect, but someone who tends, weeds, 
fertilizes and makes good and sometimes difficult choices—to prune 
back the overgrowing plant which threatens to dominate the landscape, 
depriving the garden of its balance, and to keep an eye for noxious speci-
mens which must be removed entirely.
 In approaching the management of Asia’s security future, only one 
of these approaches will work. There are those hoping that it is a matter 
of getting the grand design elements right—the architects or engineers 
of Asian security—who exaggerate the importance of formal structure 
and compete with one another over the best organizational options. Or 
we can take a leaf out of the book of the gardeners who focus on living 
relationships between the major plants in their garden which they have 
been encouraging to grow over many years. We think Asia’s security is 
going to prosper if we err with the gardeners over the architects. For 
this reason we argue here that the Asian architecture debate can be as 
desiccated and uninspiring as some of the products of instant backyard 
renewal. Asian security is not a weekend project. It is far more serious 
than that.

Formalizing the Informal—The Asian Architecture 
Debate
There is a touch of irony attached to a project examining the promise 
and prospects for functional cooperation among Asian states. At first 
glance, functional cooperation seems already to be such an engrained 
feature of regional cooperation in this part of the world. For decades now, 
the so-called ASEAN way has emphasized informality and incremental 
approaches over formal institution building. Technical or functional 
cooperation has been encouraged in relation to those less sensitive areas 
where consensus to act could be reached, with a view to gradually build-
ing the confidence and trust among regional constituents required to 
make headway vis-à-vis more sensitive or contentious issues.1 A notable 
example is the South China Sea Workshops, an exercise in preventive 
diplomacy undertaken during the 1990s that was designed to reduce 
the chances of armed conflict among the countries of the South China 
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Sea region by encouraging them to take a functional approach to NTS 
concerns.2
 Increasingly, however, a push to “formalize the informal” is becoming 
evident in both the theory and practice of Asian regional cooperation. 
This trend is perhaps best epitomized by popular use of the term “archi-
tecture” by both scholars and practitioners of Asian security politics. The 
emergence of this terminology can be dated back to the ending of the 
Cold War when it was first utilized by U.S. policymakers to describe early 
post-Cold War efforts to re-cast America’s international relationships 
with Europe and Asia.3 Its rise to prominence in Asian debates, however, 
occurred during the late 1990s, inspired largely by calls to reform the 
international financial “architecture” after the 1997–1998 Asian financial 
crisis.4 The subsequent decade has seen a veritable plethora of books, 
edited volumes, refereed journal articles, policy briefs and academic 
conferences embrace the architectural metaphor.5 Like the real world 
practice of architecture itself—the art and science of designing and 
constructing buildings—its usage immediately invokes heavy manage-
rial connotations, implying a formal, unifying structure which appears 
to be the product of a top-down process of “intelligent design” that, once 
implemented, functions with a clear and coherent sense of purpose.
 Calls for a more formal approach in Asian affairs seem to have grown 
in the discussion of prospects for enhanced regional cooperation. In the 
case of the SPT addressing the protracted North Korean nuclear crisis, 
for instance, some would like to see this informal, essentially ad hoc 
grouping become a formal security mechanism for addressing a range 
of concerns in Northeast Asia.6 A prominent Australian commentator 
has proposed an analogous course for the IISS Shangri-la Dialogue, sug-
gesting that this grouping be formally institutionalized and treated as the 
pre-eminent security body in the region.7 The recent ASEAN Charter 
is also consistent with this trend, seeking as it does to provide a formal 
legal and institutional framework for ASEAN. Even outwardly informal 
second track mechanisms such as the ASEAN-ISIS and the Council for 
Security Cooperation (CSCAP) have become increasingly formalized, 
exhibiting greater levels of institutionalization.8
 At least two factors explain this growing trend towards “formalizing 
the informal” in Asian regional cooperation. First, it can be attributed to 
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the crowded and increasingly competitive nature of Asia’s institutional 
landscape. Predictably enough, as institutions elbow for attention and 
relevance in this increasingly crowded field—often by seizing upon the 
most visible and contentious issues of the moment—their agendas are 
exhibiting an increasing degree of overlap. The inefficiencies generated 
in the process—both in terms of human and financial resources—have 
led to speculation over whether some of Asia’s institutions could well be 
expendable. Questions have been raised, in particular, over the relevance 
of APEC following the establishment of the EAS and the holding of the 
inaugural G-20 Leaders meeting in mid-November 2008.9 If it was pos-
sible, formal institutionalization might just offer APEC a measure of 
immunity against any proposed future dissolution. The same cannot 
be said for the South China Sea Workshops, of course, which withered 
and died not long after their chief sponsor, the Canadian International 
Development Agency (CIDA), withdrew funding in 2001. In that con-
text, the trend towards “formalizing the informal” in Asian cooperation 
could be a manifestation of the phenomenon which Allan Gyngell calls 
“institutional stickiness”—in layman’s terms, the tendency of organiza-
tions to resist doing themselves out of a job.10

 The second explanation relates to a perceived need to coordinate and 
converge the multiplicity of cooperative mechanisms currently in exist-
ence. During the late 1980s and early 1990s, theorists and practitioners 
alike sought to make sense of the burgeoning Asian regional coopera-
tion by compartmentalizing the raft of emergent processes into several 
“tracks” of diplomatic activity.11 In particular the rise of opportunities 
for “second track” dialogue was heralded by liberal institutionalists and 
other optimists as a means to bring the more sensitive of issues into the 
regional discussion. The utility of this approach has been diminished by 
the fact that the artificial analytical demarcations between the formal 
and the informal in Asian regional cooperative activity it envisages are 
never inherently neat or tidy in practice. Indeed, one of the primary 
reasons for establishing the separate category of “one-and-a-half track” 
diplomacy was that the boundaries between first and second track proc-
esses were becoming increasingly blurred.12 Hence, while the terminology 
of “tracked” diplomacy continues to be employed, it has become more 
fashionable among scholars of Asian regional cooperation to employ the 
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macro-analytical term “architecture”, which implies that an over-arching 
structure can be fashioned and implemented to address the daunting 
array of security challenges currently facing the region.
 The sheer diversity—economic, cultural, geographic, historical and 
political—of “the region” may make it unsuited to such processes of for-
malization. The inherent difficulties in going down this path are already 
becoming apparent in continuing discussions about the emerging regional 
“architecture”, where scholars and practitioners alike appear unable to 
agree on what the appropriate geographical referent point for such a 
structure ought to be. Some refer, for instance, to an “Asia-Pacific security 
architecture”, some to an “Asian security architecture”, while some speak 
of an “East Asian security architecture”. To complicate matters further, 
some refer to sub-regional (i.e. Southeast Asia and/or Northeast Asian) 
“architectures” subsisting within the broader regional “architecture”. In 
many regards, these anomalies can be seen as reflecting the contested 
nature of the concept of “Asia” itself as well as the debates over the mean-
ing and nature of regions as a level of international analysis.13 Until they 
are resolved, however, “formalizing the informal” when it comes to Asian 
regional cooperation will inevitably remain problematic.
 The formalization of traditionally informal Asian cooperation can also 
inhibit the realization of better diplomatic outcomes. Formalization often 
encourages regional governments to view these mechanisms, and the rela-
tions between them, in increasingly zero-sum terms. This has certainly been 
a feature of Australia’s regional diplomacy over recent years. Eager to grab 
a seat at the East Asia Summit and seemingly intent on securing a place in 
any expanded version of the SPT process, Canberra has found it hard to 
resist the temptations of short-term diplomatic self-interests which are not 
always consistent with the long-term objective of stable relations between 
the genuine great powers of the region. The ASEAN Charter process appears 
to have been equally near-sighted given its focus upon formalizing existing 
norms and structures with little regard for what impact this may have on 
the functional utility of the organization itself. As Barry Desker recently 
observed, “While it moves ASEAN ahead, the charter is a disappointment 
because it codifies existing norms and maintains its historical identity as an 
inter-governmental organization. Doing thus means that ASEAN did less 
than it could have and, in some areas, it has even gone backwards”.14
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Informalizing the Formal—Digging out the 
Architecture Debate
The architecture debate is in fact part of a long answer to the wrong 
question about Asia’s security order: what is the optimal combination 
of institutions and structures which provide the best route to order in 
Asia? Some of these answers favour an ASEAN-centred universe where 
the architecture is built on and around the existing multilateral processes 
championed by many of the 10 Southeast Asian countries.15 Some of the 
answers suggest that strong steel and cement foundations of that archi-
tecture are provided by Washington’s set of bilateral alliances.16 Many 
answers suggest that we need to weld these together so that we can mix 
the hope of multilateral progress with the insurance of alliance.17 This is 
what a number of hedging strategies would seem to suggest, although it 
must be admitted that the ratio between the hope of multilateral proc-
ess and the pragmatism of alliance varies so greatly within the many 
depictions of hedging that one wonders if this is a category of any real 
meaning.18

 It might be possible to consider Australian Prime Minister Kevin 
Rudd’s Asia-Pacific Community idea as one of the latest and grandest 
additions to this architectural quest, and a response to the pervasive sense 
that the existing processes do not yet add up to what we need.19 Perhaps 
the most detailed depiction has come from Australia’s Foreign Minister 
Stephen Smith who has spoken of the “idea of having a regional process 
that would for the first time: span the Asia Pacific, and include the U.S., 
Japan, China, India, Indonesia and other States in the region; engage in 
the full spectrum of dialogue, cooperation and action on strategic, secu-
rity, economic and political matters; [and] encourage the development 
of a genuine and comprehensive sense of community, whose primary 
operating principle was cooperation”.20 But the alternating presentation 
of the Community as a fresh and familiar project has seen its depiction 
by Mr Rudd as a new regional body and also simply as a debate (and 
even a discussion) the region just has to have.21 It is also intriguing that 
in response to some of the criticisms within the region which have been 
leveled at the proposal, Mr Rudd and his colleagues have poured praise 
on the achievements of ASEAN which they have retrospectively claimed 
the Community can build on.22
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 However, one might view the Asia-Pacific Community idea (and 
some of the cooler views are from countries who do not happen to be 
the U.S., Japan, China, India and Indonesia), some of the broader trends 
which have motivated the proposal, and past attempts at addressing what 
some used to call Asia’s institutional deficit, remain deeply important. As 
a student of Asian geopolitics, for example, Mr Rudd knows that China 
is rising, that India is rising too, that the United States still plays a tre-
mendously important role in Asia, and (after a slight pause when he was 
accused of forgetting Australia’s largest export destination) that Japan and 
its changing international personality matters as well. It is not difficult 
to find strong support for the proposition that effective management of 
the relations between these Asian great powers is the biggest strategic 
priority for both them and the smaller powers of the region. But we then 
have a habit of jumping too quickly from the challenge to the response, 
and in terms of the latter, rather than thinking about strategic objectives, 
we move very quickly to the consideration of how we might organize and 
engage the great powers through formal institutions, processes, initiatives 
and arrangements. A similar problem can often occur in defence policy 
when there is precious little serious contemplation of what needs to lie 
between our assessment of the strategic environment and the specific 
defence capabilities we need to purchase. What is missing in both cases 
is strategy.
 What we are much better at thinking about is structure and proc-
ess—and about formal structure and process—as if this is what order 
in the region is all about. We thus become rather too easily seduced by 
the European fallacy that the cooperative relations between Europe’s 
former great powers since the World War Two is based on the formal 
institutional relations between them (and not on their political deter-
mination to limit the possibilities for dangerous competition between 
them which allowed these formal institutions to develop). That might 
seem odd in light of the repeated protestations from Asian audiences 
for us not to seek an application of European ideas into a quite different 
regional context.23 Indeed this protest is one of the main justifications 
for the informal, under-institutionalized, consensus based politics of 
Southeast Asian regionalism in particular. It is a protest built into the 
very fabric of the earlier Asian discussion of regional cooperation. And 
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yet the very presence of the architecture debate, of the Asian-Pacific 
Community proposal, and even of the ASEAN Charter, are clear signs 
that some view that Asia’s formal institutional deficits can one day be a 
thing of the past.
 Moreover, even though so much of Asia rejects the comparison with 
Europe as an odious and semi-colonial artifact, the renewed popularity 
calls for an Asian concert of powers (heard and understood in even such 
unlikely places as Chinese discussions of the region’s future) suggests that 
the appeal of European models remains strong.24 However, if there were 
to be a serious proposal by any of the great powers in today’s Asia for 
a concert between them, it would most likely be treated as yet another 
initiative for an architectural option. We would immediately shift to a 
discussion of when (and more importantly where) the first such annual 
gathering should be held, what its agenda should be, and who should be 
invited (and left off the list).
 In doing so we would have forgotten that a concert is as much an 
informal understanding between the great powers to collaborate in the 
management of the relations between them and that the bargains among 
them can exist as tacit understandings (as well as explicit statements of 
cooperation). In fact a concert may need to begin in this informal but 
effective manner before the institutional architects get the opportunity 
to formalize (and often to de-energize) the cooperation. To the extent 
that it existed, the European Concert of the early nineteenth century was 
a product of a simultaneous realization by the great powers that what 
Napoleon had been allowed to do to the regional balance could not be 
allowed to repeat itself. The elaborate diplomacy which ensued in Vienna 
was more a product of that grand bargain than its cause. The idea of 
concerted great power politics appealed to a Cold War statesman like 
Henry Kissinger not because of its formal and institutional trappings, 
but as a way of recognizing that the great powers had common interests 
in restraining their combative impulses for the sake of international 
order.25

 A similar philosophy can then be applied to the SPT, which have 
demonstrated the ability of at least some of the great powers to collabo-
ratively manage a security issue in Asia—even if that collaboration has 
been limited and its effects at times disappointing. If this process is to 
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be the start of an ongoing effort among Asia’s major powers to deal with 
a wider range of regional security issues, the trick is not to take the talks 
which have been hosted by China and regularize them into some sort 
of formal mechanism. Whether that happens is not the point. The key 
lies instead in extracting the very small and pale embryo of concerted 
behaviour from the talks and applying it elsewhere—as an informal norm 
of behaviour which can be built upon. Hence the notion of a 6–1+3 
approach (North Korea out and India, Australia and New Zealand in) 
as an Asian security mechanism and other permutations are exactly 
the sort of architectural illusion which needs to be guarded against.26 It 
would be much better to wake up one day and realize that a concert was 
taking shape because the great powers were collaborating than to kill it 
off prematurely by promoting it as the next and inevitable stage in Asia’s 
formal institutional evolution.

Collaboration Under Anarchy
A strong interest in the informal understandings which underpin effec-
tive international politics characterizes the work of Hedley Bull, the 
Australian-born scholar who made the largest contributions to our 
understanding of collaboration under anarchy. Bull nominated the “mana-
gerial system of the great powers”27—which could include a concert or a 
condominium—as one of the essential foundations of what he famously 
called the anarchical society. He called that great power system one of 
the institutions of international order, but by institution he did not so 
much mean formal parts of an architecture within which the great powers 
are housed as essential pieces of the furniture. Instead the institutional 
aspect relates to the patterns of behaviour, indeed the actions of the great 
powers. Institution here is more about practice and relationships than 
about formal structure.
 Hence Bull explains that “By an institution we do not necessarily 
imply an organization or administrative machinery” (which so much of 
our architectural discussion gets reduced to), “but rather a set of habits 
and practices shaped towards the realization of common goals”.28 This 
typology bears striking resemblances to the work of another theorist of 
informal cooperation, Thomas Schelling, whose analogue of Bull’s inter-
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national order was an international stability based on informal bargains 
founded upon consistent patterns of strategic behaviour.29 So rather than 
thinking about which gatherings, arrangements, fora and processes can 
combine to produce Asia’s optimal architecture, we are better to focus 
on what habits and practices the great powers need to adopt—and how 
smaller powers and medium powers in the rest of the region (like Aus-
tralia) can encourage that adoption.
 If we take this challenge seriously, something noticeable happens. 
Suddenly we are less transfixed by the next meeting of the region’s major 
leaders and what they say about each other, by whether the Americans 
turn up to the ARF, by China’s preference for ASEAN+3 over the EAS, and 
by comparisons between APEC and Mr Rudd’s Asia-Pacific Community 
proposal. These conversation fillers do not necessarily add much to our 
understanding of how Asia’s changing power equation really is going 
to be managed. Instead we are faced with some of the more direct, and 
occasionally uncomfortable, questions which stem from the changing 
equation of power in Asia, to which China’s rise above all is contributing. 
This forces us to focus on questions of strategy—that bridge between 
our wider aims for the region and the means we have at our disposal. 
And when we do get to the question of formal organizations, (because 
they are far from completely irrelevant) it is more likely that we will be 
thinking about how these can be used as instruments of order rather 
than as ends in themselves. We will be thinking in short about how they 
contribute to the garden we need to tend carefully and gradually, and 
which cannot be planned and erected as an architectural creation.
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Today, common concerns are driving 
East Asians to collaborate in ways 
unimaginable a few years ago. 

In particular, recent developments in the 
financial, energy, health, anti-transnational 
crime, and other sectors suggest that “functional 
cooperation”—technical collaboration based 
on common interests or issues—is on the 
rise among East Asian states. Collaboration 
under Anarchy brings together ten leading 
experts who assess the prospects for deeper 
and more extensive cooperation in various 
“non-traditional” sectors of security, as 
well as the views of several regional powers 
and of ASEAN on functional cooperation 
within and by their region. Their analyses 
suggest that functional cooperation, while 
not without difficulties, could however prove 
indispensable to realizing East Asia’s collective 
aspirations for prosperity, security and order.


