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As a successful regmnal orgamsatlon ASEAN now 1ron1cally faces the
challenge of relevance. ASEAN confronts a multltude of problems and issues
whlch are beyond the orgamsatmns or1g1na1 scope and functmn and which
‘will test the orgamsatlons v1ab1hty ASEAN evolved as a d1plomat1c co-
ordinating body that brought together the forelgn m1n1sters of initially five,

then with the add1t1on of Brune1 in 1984, six countries Whlch mainly dealt
with forelgn pohcy 1ssues 1 The attempt to engraft economic functions onto
‘the organisation starting 1n 197 7 was unsuccessful as member economles
'Slngapore excepted were protectlonlst to varying degree ASEAN remalned
until the end of the Cold War essentlally a d1plomat1c grouping. As the |
orgamsatlon was prompted to develop addltlonal functlons 1n response to the
| demands of the post Cold War era its ab111ty and capamty to adjust was put to
‘the test ASEAN has begun to shoulder functlons that 1t cannot 1mplement on
1ts own in which case the quest1on arises of its future role Four developments
Wlll be noted here. o |
‘. First is the expans1on of the orgamsation from the or1g1nal ﬁve
: members to the current n1ne in pursult of the vision to embrace all ten
| countr1es of Southeast As1a In1t1ally, ASEAN had included states w1th stable
pol1t1cal systems whlch for the most part had overcome the problem of
'domestlc 1nstab111ty before joining the organisation. The expans1on of the
“'orgamsation led it to 1nclude countries with fragile or unstable pohtlcal
4' systems which Would pose difﬁcult dllemmas for the future. The organisation
would face the challe‘nge of managing instability in its new members for which
it has been unprepared. Second is the assumption of an economic purpose as
.the rationale for the orgamsatmn and a bas1s for its cohesmn and survival.
ASEAN ‘ had adopted economic co-operation as a means of _endowing the
organisation greater cohesion andb to promote‘ collective prosperity under
conditions of globalisation. As ASEAN economies ’opened up to international
markets they became vulnerable to their vicissitudes which facilitated the

outbreak of the unprecedented currency crisis of late 1997. Third, is the
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expansion of its security functions under new regional conditions since the
termination of the ’Cold War. ASEAN cannot adequately cope with the
~security issues faced by the region when they involve major extra regional
| actors which are unaccountable to ASEAN for their actions. Fourth, is the
' development of extra regional linkages with organisations and groups of
states outside the region for diplomatic, economic and security purposes.
These 1inkages4have been developed in response to the particular inadequacies
| of the regional organisation in recognition that alternative and
complementary arrangements would be required. ASEAN as a regional
‘organyisation has been compelled to formulate a response to the fundamental
challenge of relevance as illustrated by these developments. A
| ASEAN was created as a single function or simple reg10nal orgamsatlon
whose pr1nc1pal activity was to co-ordinate the d1plomat1cc responses of its
mernbers over the'i\ssues of the time. Attempts to endovv the organisation'
With an econonlic purpose after the Kuala Lumpur summit of August 1977
were initially unsuccessful and it retained its essentially single function
character until the end of the Cambodian conﬂlct ASEAN developed a
mechamsm is for interacting with external actors through the annual Post
‘ Mmlsterlal Conference [PMC] but it remained basmally a coordmatmg
d1plomat1c body Since then ASEAN has been confronted by the challenges
| outhned above which w1ll compel it to develop a multi-level and multi-
- functlonal structure that would make it a more complex orgamzatmn ASEAN
| has dlscarded its single function identity and 18 germmatmg a multi-
functional character ‘as it responds to diverse needs. @ ASEAN has
* demonstrated 'tvhe features of a complex form of regionalism as it develops
various functions, simultaneously developing into a vehicle for economic
'integration while enhancing its role as a"common security grouping and

‘expanding its diplomatic co-ordinating functions in new areas.



" The expansron of reglonahsm ‘
The expansmn of the reglonal organisatlon results in 1mpa1red cohes1on

as it includes states that Were not included i in the 1ntegrat1ve processes of the
1970s and '1980s and are consequently less committed to the organisation
‘ The original ASEAN five had a common commltment to orgamsational umty
and v1ab111ty because they were foundmg members New members were
~ added to an orgamsatlon whose ethos and workmg style has been forged
without the1r part101pat10n and in ‘some cases w1thout their sympathy

ASEAN’S cohes1on and consultative operatlng procedures were a product of
| two maJor events in reglonal history which shaped and conditioned regional
behav1our and expectations. The ﬁrst was Indones1a s confrontat1on of
Malay81a or kom’i‘onta.sv which was pursued by Sukarno from J anuary 1963 to
i ‘ August 1966. The second was the Vietnamese occupation of Cambodla from
December 1978 to September 1989
, The experience of konfrontasz was a traumatic event in the 1960s and
remforced the dangers of regional instability which could be exp101ted by
external powers For the smaller regional states konﬁ'ontasz stressed the

importance of a stable Indones1a and one that is committed to reglonal
stabilityk | For Indonesia the experience demonstrated the importance of
| :krespon51ble behavmur towards nelghbours the absence of whlch would push
| them towards external powers for support and protectlon Maritime states of
| the region that were traumatically affected by this period of mstabihty
developed an understanding amongst themselves to respect each other’s
| Aforel\gn pol1cy interests which subsequently became the basis of an_ ASEAN-
'code of conduct. That code was expressed in Article 4 of the Treaty of Amity
and Co-operation signed on 24 February 1976 thatprohibited ,interi_'erence into
each other’s internal affairs.’ This ‘Vunderstanding was later extended tov cover
,new:members o_f the organisation without the same domestic con’ditions which

placed this accepted code of conduct under somebstrain. -



The second event which defined the organisational ethos was the
Cambodian issue which arose when Vietnam occupied Cambodia in response
toa deterioroting relationship with China. Tensions developed between two
| group_s within ASEAN in relation to the appropriate strategy over the crisis.
~ One group included the hard-liners, Thailand and Singapore, which wanted to

see the cornplete withdrawal of Vietnamese forces from Cambodia and sought
to marshal maximum diplomatic pressure upon Vietnam for this purpose. The
second‘ group included Indonesia and Malaysia which were more inclined to
cornpro_mise with Vietnam over this issue to ensure that China would not
beneﬁt from a Vietnamese defeat. Thailand’s position over this issue was
particularly irritating to Indonesia as it was perceived to make little
allotﬁrance for Vietnamese security concerns to which Indonesia was
_considerably more sensitive. The fact that tensions between these two groups
did not break out into open polemics which could have endangered the unity of
‘the orgamsatmn showed the extent to which members were committed to the
mamtenance of orgamsatwnal unity. These issues contributed to the
,formulatlon of orgamsatlonal behav1our and the recognition within ASEAN of
the importance of mamtalmng the corporate interest. The original members
, | of the orgamsatlon have been through a period of socialisation into the
orgamsatlonal ethos whlch has strengthened ‘their commitment to regional
, conﬂlct resolutlon procedures and to the non-interference principle ;k in
V_partlcular _ |
‘ ASEAN’S expansmn was driven by three factors which d1d not
knecessarﬂy take account of the problems of accommodatmg states with d1verse
| Aexpenences_and backgrounds into one organisation. First was the visionary
factor in that Indonesian leaders had habitually regarded ASEAN as
incokrnpylete without the inclusion of all of SOutheast Asia, mainland as well as
‘7 mar1t1me sect1ons Second was the security factor in that a united Southeast
” As1a Would be a barrler to external penetration of the region. Indonesian

leaders were particularly concerned about China during the 1980s and framed



_their vision of a united ‘Southeasths‘i'a in terms of the’ exclusion of’\Chinese
_penetrat1on Thll‘d was the economlc factor in that Southeast As1a could
present a market of some 500 m11110n people for local mdustnes seekmg A
~ alternative markets to those of the US, Japan and the European Commumty
ASEAN’s new and candldate members had domestlc problems of the1r own
. Vand in whlch case the prmmple of non 1nterference was placed in questlon

:_Nelther could they be expected to dlsplay the same sense of commitment to

_the regional orgamsatlon as the or1g1na1 members in Wh1ch case tensmns and

, conﬂlcts Would be the result

‘Myanmar
| Myanmar s membershlp of ASEAN whlch was formahsed at the 30th
| _ anmversary Annual Mmlsterlal Meetlng of Forelgn M1n1sters [AMM] in Kuala
Lumpur in July 1997 has created part1cular d1fﬁcult1es for the orgamsatmn
ASEAN maintained a pos1t1ve image of itself W1th1n the West durmg the Cold
- War as a community of developmg states commltted to the free market and
opposed to Commumsm. When ASEAN leaders began to call for Myanmar s
,membership of the organisation to bring the process of regionalisation to
completion the prospect arose of ASEAN including as a member a rogue state
and a major ‘Violator of human rights. The Western World was outraged by the
| ruhng State' Law and Order Restoration Council [SLORC] which inter_vened to
take power in Myanmar'in September 1988, and which subsequently an_nulled
the results of the May 1990 elections. The victor at'those elections, leader of
the National- League for Democracy [NLD], Aung San Suu Kyi was placed
under house arrest until her release in J uly 1995. As an organisation ASEAN
cannot maintain smooth relations with the Western world while condoning
the behaviour of SLORC and Aneither will it be at peace with its own human
rights and democratlc organisations. If ASEAN is to develop in stature as a

recognlsed ma]or actor the non-interference pr1nc1p1e will have to be adjusted

to accommodate human rights concerns.



The initial impetus for Myanmar’s inclusion in ASEAN was Thai in
origin as Thailand first developed the notion of the “constructive engagement”
of Yangon out of concern for the border security. “Constructive engagement”
was popularised by Thai foreign minister Arsa Sarasin in 1992 at a time when
' both Malayysia and Indonesia were opposed to SLORC because of the junta’s
treatment of the Muslim Rohingyas. Thailand’s interest in “constructive
engagement was an outcome of Prime Minister Chatichai Choonhavan S
pohcy of transformmg Thailand into a regional centre by expandmg economic
and trade relations with neighbours. There was the expectation that SLO’RC’s
behaviour could be managed in the context of trade relations which would
ensure security along the common border. Specifically, in terms of commercial
~ benefit, Thailand on 2 February 1995 signed a contract for the construction of
'a 400 km pipeline connecting eastern Thailand with the Yadana gas fields in

the Indian (jcean involving Total and Unocal. Thai government officials
defended the project against criticism and described the Yadana fields as an
, 1mportant source of energy for the eastern provmces 2
; | Both Malays1a and Indonesia have been strong advocates of Myanmar s
1nclus1on into ASEAN desplte the earlier expressed reluctance. ‘For both
‘Mahathlr and Suharto Myanmar’s membershlp of ASEAN was part of the
fulﬁlment of the vision of a united Southeast Asia in wh1ch case , the issue of
the domest1c behav10ur of the ruhng regime was regarded as 1rrelevant ‘In
" add1t1on ASEAN leaders tended to be swayed by the argument that the
mlhtary reglme was essential for the umty of the country and without it the
country Would disintegrate into its constituent ethn1c groups This view was
| often expressed by Lee Kuan Yew WhO believed that m111tary rule under the
\c1rcumstances was an unavo1dab1e reality. There was also the concern that an
 isolated Myanmar would find no alternatlve to China as support in which case
the Chmese strategic pos1t10n in the reglon would be accordmgly strengthened.
As Smgapore s Tommy Koh declared an isolated Myanmar would have

nowhere to go except ° ‘into the arms of Chlna ”3 After the proposal to 1nclude



_Myanmar in ASEAN aroused international criticisms ‘both Mahathir and
. (Suharto became adamant that ASEAN should go 'ahead. In February 1997
| Suharto visited Yangon and in a meeting With First Secretary of SLORC Khin
/ Nyunt openly called for Myanmars rapid entry into ASEAN. Ali Alatas
, explamed that it was the common ASEAN pos1t10n that the domest1c s1tuat10n
within a country should not be a criterion for its membershlp of the regmnal
r'orgamsatlon t . |
The Western vvorld expressed; :oppos‘itionto ‘Myanmar’s"me'mberShip; of
"ASEAN in varying degree. The US openly lobb1ed to prevent a consensus
emerging within ASEAN in relation to Myanmar s membershlp In Apr1l 1997
the US 1ntroduced a ban on investment in Myanmar Whlch was applled to new
investment and conveniently did not affect ex1$t1ng operat1ons by US
companies there. Objections were also voiced within ASEAN wh1ch removed
all bas1s for charactemsmg the opposition as entlrely Western and therefore
| unsympathetlc to Asian values i in a way which Mahath1r was 1nc11ned to do.
‘ | In Malaysia the Muslim Youth Movement urged a delay i 1n Myanmars entry
' into ASEAN Wh1le Karen National Union [KNU] representatlves w1th1n
»Thalland expressed then: alarm over the easy acceptance of the ruhng SLORC
| _regime w1th1n ASEAN circles. Tha1land’s parhamentary House Commlttee on
'4 ; Forelgn Affairs and human rlghts orgamsatlons W1th1n the Ph1hpp1nes and
, vThalland s1m1larly protested | o ‘ ,
| | ASEAN forelgn m1n1sters moved to 1ncorporate Myanmar, Laos and
Cambodla 1nto the orgamsatlon by the t1me of the 30th anmversary of the
; foundlng of the orgamsatmn in August 1997 ASEAN was not to be deﬂected
.from the v1s1on and 1n March Tha1 Forelgn M1n1ster Prachaub Cha1yasarn
declared that the three new candldates could not be separated and would be
,adm1tted into the orgamsatlon together 5 After Myanmar s entry into ASEAN
was formahsed Malays1an Forelgn M1n1ster Abdullah Ahmed Badaw1 clalmed
that 1mprovements in the Yangon regime would follow, he added that the

written pledge of these new members to comply with the ASEAN Free Trade



Agreement was an important faetor in the decision.6 Malaysia’s Prime
Minister Mahathir insisted that constructive engagement had produced
results in bringing about reforms in Myanmar though the behaviour of
| SLORC had failed to create that impression in other observers. Nonetheless,
~asa conces'sion to Western critics Badawi announced that the new members
j WOuld not be assigned dialogue partners of which ASEAN had ten.” This
move would supposedly eliminate contact between Myanmar and Western
dialogue partners of ASEAN but would relegate these new members into a
seeond class category.8 ASEAN has been placed on the defensive in relation to
Myanmar and its" ei(clusion from the Asia-Europe Meeting or ASEM 2 in
: LOndon;in’April 1998 indicates that the organisation will accommodate the

- Western world’s views.

| C’ambodza
Cambodla posed part1cular problems for ASEAN in terms of its abihty

to meet the demands of membership as well as its political stability. Second
B P‘rnne‘ Mlnister Hun Sen explained in an interview that Cambodia had\to
- &participatein some 250 annual ASEAN meetings Which required a greater
| number of Enghsh speakmg support staff than was avallable at the present
‘_ Other problems 1dent1ﬁed by Hun Sen 1ncluded the need to adjust Cambodla S
AFrench legal system to the requ1rements of Enghsh-speakmg ASEAN and the
need to prepare the economy for the ASEAN Free Trade Agreement [AFTA].®
| ng Sihanouk clalmed that excess1ve haste in entermg ASEAN would bring
_ Cambodla to bankruptcy Slhanouk revealed that Cambodia derives some
Vi $250 m11110n annually from customs revenue Whlch would be lost as a result of
’membershlp of AFTA unless some alternative were found 10 Hun Sen thought
that ten years Would be required to allow Cambodla sufficient time to prepare
for: AFTA These 1ssues were relatlvely minor and Cambodia s entry into

) ASEAN W1th Myanmar was antlclpated When the country exploded into

v1olence



No sooner had ASEAN foreign ministers endorsed Cambodlas '
kmembershlp of ASEAN, which was to be formally approved by the 30th AMM
| in July 1997, when Cambodia plunged into civil war. . Cambodia h_ad been
 steadily sliding into instability since the tensions between the two co-premiers,
- Prince Ranariddh and Hun Sen escalated as a consequence. of the defection of
- Khmer Rouge. leader Ieng Sary and h1s forces in August 1996. It was
, Ranarlddh’s group that had enticed Ieng Sary to defect with the hope that his
forces could be used in the political struggle agalnst the Hun Sen faction.
_l When Rannariddh announced that Ieng Sary’s Khmer Rougehad decided to
4 idefect to his party Hun Sen was provoked to present h1m with an ultimatum
either to side with the Khmer Rouge or with Phnom Penh Hun Sens fear
that Ranariddh’s group would benefit from the dismtegration of ‘the Khmer
Rouge galvamzed him to launch a coup on 5 July 1 1997. \ o
‘Cambodia’s entry into ASEAN was postponed by the 30th AMM wh1ch
meant that the dream of a united Southeast Asia in ASEAN could not be
~ achieved by the 30th anniversary of the organisation. Badawi explained on
- behalf of ’ASEAN that Cambodia should meet three criteria before
membership could be approved; they included the re-establishment of the
coalition government which had been eliminated by Hun Sen, an effort to
. uphold the present constitution, and the maintenance of the existing national
- assembly.l! Difficult issues were raised by the Cambodian problem as for the
: first time ASEAN was compelled to face domestic instability in one of its
. candidate members. The non-interference principle had developed in relation
‘to basically stable political systems and came under attack as a result of these
events. Jusuf Wanandi of the Centre for Strategic and International Studies
[CSIS] in Jakarta, Suchit Bunbongkarnc of Chulalongkorn University in
- Bangkok, and Democratic Party MP and subsequently Deputy Thai Foreign
. Minister Sukhumbhand Paribatra all thought that ASEAN would have to
jettison this convention of non-interference as a result of the expansion of the

organisation and the inclusion of new areas of conflict.2 The most high
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ranking ASEAN official to call for a change in organisational practice was
’Malaysia’s Deputy Prime Minister Anwar Ibrahim who declared that ASEAN
should move from being a “reactive organisatio ” to a “proactive” grouping
and should undertake “constructive intervention” in this s1tuat10n 13 |
A debate was aroused over ASEAN’s convention of non-lnterventlon,
which could have significant ramiﬁcatlons for the future. Anwar Ibrahim had
Vattempted to promote the idea of ° constructive intervention” within the 30th
AMM but faced re81stance from other members. The idea was never properly
deﬁned and w1th1n a diplomatic context clear definition could not be expected.
“Constructive ‘intervention” could mean the expression of approval or
Vdis'alp’plroval, aotive support for specific parties inoluding economic or military
assistanoe, or it may mean a mediatory function and active involrement in the
negotiation of a political solution. At the 30th AMM | Indonesian Foreign
Minister Ali Alatas dismissed this proposal as a personal opinion only and
oertainly not the ASEAN view.4 Singapore’s Foreign Minister Shanmugan
Jayakumar expressed the view that this convention had prevented the
outbreak of military conflict between ASEAN members'and that its removal
would be the “quickest way to ruin” the organisation Singapore as a small
state Wanted to ensure that the principle of non-mterference into domest1c
affairs Would continue to be upheld by ASEAN as protection against larger
neighbours Mahathir with characteristic vehemence dismissed the idea that
ASEAN should pass judgement on one of its candidate members but avoided
commentmg directly on the views of h1s deputy and heir apparent Mahathir
had campalgned vigorously for the expansion of the orgamsation and denied
Western accusations of indifference to human rlghts concerns.’® He was not
»allowmg the West an opportunlty to overturn h1s policy on admitting
Cambodia or Myanmar because of objections to ‘their domestic politics.
Nonetheless both .J ayakumar and Mahathir endorsed the decision to suspend
Cambodia’s memhership of ASEAN on the basis that, as J ayakumar expressed

it, an unconstitutional change of government had been effected by force.
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4 ASEAN avoided the contentious elevation of “constructive intervention” to a
. principle that would guide future behaviour but'nonetheless acted according
to its spirit. . | . C
| Desplte these demals ASEAN was engaged in negotlatmg a solut1on to
the problem wh1ch superﬁc1a11y satlsﬁed the idea of constructlve
,intefvention” ASEAN had on 10 July exerted pressure upon Hun Sen by
~ postponing Cambodlas membersh1p and demanded the return of Ranarlddh
as first prime minister of the coahtlon government which had been
established after the May 1993 elections.. An ASEAN delegation which
' | included Ali Alatas, Prachaub Chaiyasarn and Domingo 'Siazon visite’d Phnom
_Penh and attempted to mediate in the dispute but faced a truculent Hun Sen
| ‘WhO warned ASEAN of the consequences of 1nterven1ng in Cambodlas
~ domestic affairs.16 ASEAN representatlves demanded- that the violence in
. ,Cambodia’be terminated and a cease-fire be negotiated.‘ Chairman of the
, AVSE'AN’Standing Committee on Cambodia Domingo Siazon Stressed that the
~elections planned for July 1998 should be held on schedule and that
Ranariddh be allowed to part1c1pate ASEAN refused to recogmse Ung Huot
; ‘who was elected ﬁrst prime m1n1ster by the Cambodian National Assembly in
Ranarlddh’s absence and 1ns1sted that there could be no resolutlon of the issue
Wlthout Ranarlddh Subsequently ASEAN supported a Japanese proposal
| wh1ch called for a cease-ﬁre the return of Ranariddh and his pardon by Hun
Sen as preparatmn for this participation in the electlons Ranarlddh was
placed on trial for consplracy to overthrow the Phnom Penh government with
o the Khmer Rouge and received a total sentence of 35 years but was pardoned
by Klng Sihanouk at Hun Sen’s request. The way _was q clear for his
, part1c1pat10n 1n the elections. i . o
There were different views of the Cambodlan s1tuat10n wh1ch ASEAN
may have to accommodate. . There was support for Hun Sen W1th1n and
outside the organisation and the impression was that Ranariddh had

provoked the coup through his dalliance with the Khmer Rouge, that
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Ranariddh’s judgement was seriously askew if he had thought that the Khmer
Rouge could bring stability to the country. Moreover, there was the‘ view
 within ASEAN that Hun Sen was the only figure capable of realistically
stabilising the country and that the prospects for peace would be enhanced
with Ranariddh remo{red from the political scene. Vietnam showed support
for Hun Sen after having initially brought him to power for this reason. The
Vietnamese Foreign Ministry issued a statement calling for Cambodia’s
| admission in_to ASEAN despite the coup.l” The US State Department aecused
Ranariddh of “flirting” with the Khmer Rouge and was not inclined to demand
his return. The State lDepartment called for the return of his party
| FUNCIPEC into the cOaiition and insisted that no senior Khmer Rouge leader
‘ should pla’3r a role in Cambodian politics. It was also obliged to suspend a $35
) million a1d program to Cambodia.l8 . ; , | |
The prmmple of non-interference in 1nterna1 affa1rs was forged in
_different 01rcumstances and assumed that members were politically stable and
_ d1d not pose a threat ‘to nelghbours through their 1nstab111ty When this
: prmc1p1e was developed ASEAN members were under strong authontarlan or
| one party systems Whlch could effectively control and manage internal
d1sturbances before they could have regional implications. ~ASEAN’s
~ extension to 1nc1ude unstable states or states with questlonable human rights
| ’records undermmed the ratlonale behmd th1s pohcy and made it 1mperat1ve
| that the orgamsatlon alter its habitual operatmg style The orgamsatlon may
'/have to identify the occasions when 1ts involvement in the mternal a£fa1rs in
‘members may \be reqmred as well as acceptable procedures and mechamsms
for such involvement. Cambodia may have pushed ASEAN to depart 'from the
earlier convention in recognition that in certain cases the organiSation may be
| required to mediate in an internal dispute, or mayk develop conﬂict resolution

L ' procedures in domestic conflicts that threaten regional harmony.
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Economic co-operation | , | v p -
ASEAN faces a major challenge that arises from its vigorous pursuit of
“economic co- operation While the organisation was essentially a diplomatic
'commumty it could define 1tself in terms of 1ts Southeast As1an 1dent1ty,
“which has been 1mportant for both Indones1a and Malays1a Members were
linked by their common dlplomatlc experlence and could concur on a collectlve
response, or ‘at least could contam thelr differences in the name of
: orgamsatmnal unity. The move to economic co- operatlon may undermme the
'ba31s for group identity, as econom1cs knows no reglonal boundaries or
loyalties. Moreover, economic co-operation w1th1n the reg10n is inadequate to .
meet the interests of members, particularly in the era of globahsatmn while
| ASEAN’s major trading and investment partners are external to the reglon
The rat10nal calculation of economic interest will lead members to develop
extra-orgamsatmnal and regional ties and relatlonships Wlth alternative
| regional bodies Whlch boast of a w1der membership such as APEC or with
major tradmg and 1nvestment partners. The currency cr1s1s that erupted in
‘the region in 1997 revealed the deep dependence of the regmnal economies
.’upon international ﬁnanc1a1 orgamsations and external actors and questioned
_the effect1veness of ASEAN economic co-operation. If the regional orgamsation
‘\ were unable to mitigate the eﬁ'ects of the currency crisis economic co- operatlon
- would be undermined as a result B
i There were three reasons Why ASEAN leaders promulgated the ASEAN
Free Trade Agreement or AFTA in 1992 which was effectively blocked in the
~ 1970s and 1980s. First, ASEAN leaders were concerned about the rise of
‘regional groupings such as NAFTA and the development of a single market in
the European Community, Which could have a trade diyerting effect. China
was also of great concern to ASEAN and it was feared that FDI flows would be
diverted from Southeast Asia to 'the,rapidly ‘e_xpanding Chinese ‘economy.
. Secondly, the ASEAN economies had changed as a consequence of policies

adopted n the 1980s. Previously protectionist and import substituting
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countries such as Indonesia, the Philippines and Malaysia became more
~receptive to trade and tariff reductions as their own manufacturers and
‘busines_s groups sought market_s for their products. Thirdly, ASEAN leaders
| s_ought to. maintain the organisation’s cohesion and status after the
termlnation of the Cambodian issueby endowing it with an economic purpose.
After the promulgation_ of APEC in November 1989 ASEAN leaders struggled
to deﬁne the relationship between their Southeast Asian organisation with -
'the W1der As1a Pamﬁc economic grouping in a way that would retain ASEAN’
7 1dent1ty and cohes10n 19 For these reasons AFTA was proclalmed in the 3’fd
A ASEAN summ1t in S1ngapore in January 1992.
| A AFTA was promulgated not to increase regional trade so much but as
an 1nvestment attractlon dev1ce and as an answer to the problem of
V mvestment d1vers1on that ASEAN experienced with the rise of China. Intra-
reglonal trade Was mmor and was estimated at 19. 3% in 1993 and ASEAN’s
major tradmg partners Were Japan, Wh1ch accounted for 20% of regional trade
us Wlth 17% and the EU with 14%. Moreover, Smgapore accounted for the
major portlon of reglonal trade and without the S1ngaporean contr1but1on the
ﬁgure for mtra reglonal trade would drop to round 5%. 20 "The ASEAN |
countries produced similar products for the world market and natural
| resource or manufactured exports were competitive rather - than
| complementary Nonetheless there was the hope that 1ntra-reg10nal trade
~ could be encouraged and that the rehance upon external markets could be
- _'reduced somewhat
Pohtlcal and economic hopes were attached to AFTA tar1ff liberalisation,
which proved dlﬂicult to 1mp1ement. Delayed for a year after being scheduled
to begin in January 1993 tariff reductions actually began in January 1994.
Members maintained a Vgeneral excluSi‘ons list which excluded products for
: pubhc pohcy reasons, and a temporary exclus1ons list which excluded sensitive
' A1tems temporar1ly from AFTA The rules relatmg to these exclusion lists were

" not clearly defined in Whlch case members could invoke them to exclude
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products from AFTA. The agreement did not define when products could be
withdrawn from the AFTA list and no penalties were specified for their
removal in any case. Indonesia, Malays1a and Thailand acted to protect their
’"petrochemlcal industries despite the inclusion of these products in fast track
) reductions Thailand, Whlch under the appointed Prime Minister Anand
Panyarachun [1991 92] S0 determmedly promoted the idea of ASEAN free
trade, displayed greater hesitance once full democracy was restored in 1992.
Democracy made tariff reductions more troublesome for Thailand as domestlc
business groups developed links with political partles ‘whose support was
required to maintain coalition stability. Thai governments were then formed
from five to six party coalitions with strong business connections and became
* vulnerable to lobby group pressure. Thailand delayed tarlﬂ' reductions on five
petrochemlcal products beginning from 1 J anuary “1997:-on the basis that as
* Industry Minister Korn Dabbaransi explained, the industry required time to
'prepare for foreign c‘ompet1t10n. When the decision to reduce tariffs had been
originally made, Korn claimed, Thai industry was in better shape and was
capable of meeting competition. 2! If the criterion for the observance of AFTA
'Was the ab111ty of industry to compete then the comm1tment would be an
unstable one and unlikely to last the next downturn in the economy.
B One of the most contentious issues for AFTA proved to be agnculture as
both Indonesia and the Philippines acted to protect their small _farmers for
reasons' related to social‘stability Thailand had been pushing to have rice
placed on the 1nclusmn list in which case tension with both Indones1a and the
Ph111pp1nes was provoked In September 1995 Indones1a umlaterally
withdrew 15 categories of agr1cu1tura1 products, 1nc1ud1ng rice and rice flour,
from the tariff reduction scheme and placed them in the temporary exclusion
]iSt. Malays1a had in 1994 withdrawn both timber and tobacco from the
inclus1on list and so the action was not unusual Indonesia’s intention was to
place these products on the general exclusions list but Thailand threatened to

w1thdraw all its agncultural products from AFTA if Indonesia went ahead.
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Indonesia then placed these products on the temporary exclusion list of

unprocessed - agricultural products as a compromise to defuse tensions with

o Thailand.22 Indonesia ~and the Philippines had the longest temporary

,exclusion lists with some 109 and 203 products respectively while Malaysia
had 65 and the others none.28 Whether those items will be transferred to
AFTA after the required five years is an issue that will be later negotiated.
One of the difficulties for AFTA emerged as a consequence of the

- expansion of the organisation and the inclusion of economies that were at
~ different levels of development from those that had experienced the high |
- growth of the 1970s and 1980s. With Vietnam’s inclusion in 1995 and the
decision to accept Myanmar and Laos as members of ASEAN in 1997 the
, _organisation included three closed economic systems, two of them centrally
planned economies, that had little contact with the international economy.
 These new members could not be readily integrated into the economic
regionalism that had developed within ASEAN without transformation of
their economies. The prospect of two-tiered regional economic co-operation
- emerged with the free market members on one tier and the new members on a
‘ lseparate tier. Economic co-operation amongst the free market members will
be hindered by the need to await the necessary changes within the economies
of the new members in which case transitional arrangements will be required
_vlvith the two groups proceeding at different paces. Vietnam was allowed an
, ‘add1t1onal three years to complete the process of tariff reductions which was to
beg‘m on 1 January 1996 and would conclude by 2006. Myanmar and Laos
- accordingly received a five-year postponement in terms of their adherence to
~ AFTA. Their tariff reductions were scheduled to begin on 1 January 1998 and
~ were scheduled for completion in 2008.24 k

, Var1ous problems can be ant1c1pated in the attempt to 1ntegrate the
economies of these new members into ASEAN. Trade barriers could not be
ehmmated and economic co-operation encouraged w1thout transformatmn of

the economies of the new members, which would require the elimination of
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state ﬁrnis, protective non-tariff barriers and obstructive regulations.
Vietnam’s economic reform has been constrained by the on;going battle
. between party conservatives and reformers, Which haS resulted in reduced
levels of FDI since 1995 25 The frustration of dealing with Vietnam’s
‘bureaucracy compelled two American compames Chrysler and Avon as well
'as the Austrahan resources company BHP to withdraw in 1997.% The
.appomtment of former head of the army’s political department General Le
- Kha Phieu as party chief i in December 1997 indicates that soc1a1 stablhty has
taken priority over reform. 27 Vietnam’s list of items for inclusion into AFTA
| 4W.hlch was to be submitted to ASEAN Secretariat WaS»delayed in 1995 leading
to considerable irritation with that country. Vietnameseleaders decided that
they required additional time to prepare their agriculture ksector for AFTA and
‘ introduced on 1 July ‘1997 a temporary han on;ifni)'orte- of palm oil which
| ‘provoked the Malaysians to protest.2® It is not at all clear Whether and to
yyhat extent Vietnam would be able to meet the AFTA deadline but further
delays and prolonged negotiations can be expected. The ooncern Aarises that
‘econom,ic co-operation would be hindered by the two-tiered structurex that
Would develop' Within ASEAN if these economies remain at different levels of
.development for longer than expected | ;
. AFTA has had a 11m1ted 1mpact upon intra- regmnal trade The 9th
. AFTA Council meetlng of April 1996 noted the success of AFTA claiming that
intra-ASEAN exports in 1994 reached 24.99% of the ASEAN total while the
: ﬁgure\ for 1995 was 25.35%; Intra-ASEAN exports grew faster than total
exports and AFTA products under the Common Effective Preferential Tariff
 scheme [CEPT] have reportedly become more'signiﬁ'cant for ASEAl\ltrade.29
Additional steps are required to ensure that AFTA will meet expectations
which in'clude' thek need to harmonise tariﬁ' nomenclature and tariff regimes,
to clarify the rules of origin, to deal with the problem of non-tanff barriers
- such as import quotas and customs procedures, and to estabhsh a dlspute

settlement mechanism [DSM].3¢ The Bangkok Summit of December 1995
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declared an intention to deal with tariff nomenclature, non-tariff barriers and
‘the DSM but progrees is awaited.
| Beyond AFTA other measures are required to ensure that ASEAN
retains its attraction for international investors. ASEAN Secretary General
k.Ajkit Singh in February 1997 noted that in percentage terms FDI into
Southeast Asia was declining and emphasised the importance of integrative
measures that go beyond AFTA.31 FDI into ASEAN in 1990 was $7.7.billion
" Which was 35.5% of global FDI; the 1995‘ figures for ASEAN were $19.6 billion
which was almost 20% of global FDI for that year.32 ASEAN’s percentage of
“global FDI had declined while absolute figures had increased by more than
”‘double That ASEAN could not maintain its percentage of global FDI was no
‘4surpr1se in view of the competltors that had emerged in China and Latin
America. Nonetheless, some within ASEAN were disturbed that the region
may lose its attraction for international investment in view of the fact that
'global FDI had risen by 38% since 1994, which was not reflected in FDI flows
into ASEAN |
ASEAN has attempted to promote greater economic co-operation

. through the estabhshment of the ASEAN Industrial Co- operatlon Program
[AICO] in Apr11 1996 ‘which was intended to promote joint ‘manufacturing
amongst ASEAN based companies. Tariffs Were to be reduced to a maximum
" of 5% on the products of these companies to allow them the opportunity to

“expand prodnction ties within the ASEAN reg'ion.33 The program benefited
~ the auto industry and J apanese manufacturers above all but representatiVes
from ‘other industries ineluding' electronics, petrochemicals and electrical
‘ appliance" producers had 'ap'plie'd for preferences under the scheme.
‘Negotiations over the program deteriorated in October 1997 when the ASEAN
" working group on the project failed to overcome. the objections of local auto
petrts manufacturers.?* The applications that had been received in the

‘previous year were still pending by the end of 1997. Moreover, the tariff
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- incentives-under this scheme would become iess attractive as AFTA reaches
completion by 2003 in which case the program would lose its purpose.

Other steps towards greater economic 1ntegrat10n within ASEAN
included a Framework Agreement on Serv1ces, which was concluded on 15
December 1995. This agreement called for a free trade area in services with
the schedule and the relevant sectors to be mcluded left aside for later
negotiations.?5 As former Thai Deputy Prime Mlmster‘Supachai Panitchpakdi
‘noted if “ASEAN remains a loosely tied group of fragmented markets as is the
case now its trade and mvestment competitiveness would rapidly deterlorate
in relatlon to the emergmg economles” 3 Supachai déclared that economic
integration within ASEAN should embrace intellectual property protectlon
the mobihty of labour and cap1ta1 as well as the hberahsation of serv1ces
ASEAN economic ministers met in Kuala Lumpur in October 1997 to ﬁnahse
these details. Economic ministers agreed upon the 11berahsat1on of five
~service sectors including air services, marine transport, telecoms, tourism and
| ‘business services. The agreement on services includes speciﬁc commitments
by individual countries to extend preferential treatment in services to others
on an MFN basis.3” Other areas such as financial services and construction
, ’may be included subsequently Heads of ASEAN customs departments Who
met in Brunei in May 1997 approved the idea of an ASEAN customs union.
k Accordmg to the1r agreement ASEAN countries would begin to harmomse
customs categor1es and termmology in three stages beginning in 1998.38 The
most ambitious plan circulating within the organlsation, however, was for an
ASEAN Economic Area [AEA] to be ’established by 2020 which would entail
the formation of an economically integrated union. All such visions and plans

~ were suspended by the events o'f 1997.
The currency crisis -

The currency crisis that unexpectedly erupted in Southeast Asia in

1997 will no doubt affect the pace and direction of ASEAN economic co-
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operatlon but there are-different schools of thought as to the extent of the
“impact. Optimists believe that the effect will be trans1tory and that the
orgamsatlon will be st1mulated to respond to the new challenge by developmg
ways- to cushion the 1nﬂuence of global market forces, or to assist strugglmg
= members. A change in the direction of ASEAN economic co-operation would
~allow the ‘creation of self-help mechanisms that would buttress members
| against the (arbitrary play of market forces particularly as they affect local
| curren‘cies;’ Pessimists believe that the currency crisis is a demonstration to
the regiOn that the problems that accompany economic globalisation are
beyond the capacity of ASEAN to solve and will require the engagement of
international financial institutions or major economic actors. To that extent )
ASEAN may be inadequate for the task of managing the ﬁnancial
| 'consequences of global1sat1on and different solut1ons w1ll be necessary which
:w1ll 1nvolve 1nternat10nal financial actors.
| The currency crisis 1ndeed may s1gnal a change 1n the direction of
ASEAN economlc co-operation away from its present course. ASEAN leaders
| may be compelled to downplay tariff reductions and the other plans for greater
econOmic integrationv and to reorient their efforts toyVards the control and
'management of global market forces. ASEAN may be stlmulated to develop
k"reg10nal mechanisms to cope with the impact of globahsatlon either by
creatmg reg10nal self help devices or by co-ordmatmg a common regional
lposmon in relat1on to international financial bodies and global actors.
- ASEAN reglonahsm ‘should be developed and extended in a way to
~ demonstrate collect1ve management of global1sat1on which would allow 1t to
influence global ﬁnanc1al institutions. Through this mediatory funct1on and
certamly not through Mahathlrs insistence upon an outdated reglonal
autonomy, ASEAN would demonstrate its relevance to its members in the era
of globalisation.
As the Southeast Asian economies suffered a loss of competitiveness

various warning signals of the looming crisis were emitted. Indeed, an Asian
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Develop‘ment Bank annual report entitled “Asian Development Outlook” noted
~in April that Thai exports were declining and the current account deficit was
increasing to 8% of GDP. Thailand, said the report, had to move from labour
intensive and reéource-based industries to higher ,vnlue-added manufacturing.
In Indonesia wages had been rising since 1994 placing pressure upon
nianufacturers who héd to compete with the products of low wage areas such
| as China, Vietnam and India.39' Regional growth rates for 1997 were predicted
to fall but the éxtent of the crisis that followed was not anticipated. When
Thailand was ¢6mpelled to float the baht on 2 July it began to fall
'dramaticaklly. The Malaysian ringgit was similaﬂy'w affected while the
Indonesian rupiah began to drop in value against the dql]ar when local
companies sought dollars to repay their short-term debts to external lenders,
which had bee-n designated in US dollars. A vicious cycle set in which drove
the value of the currency down further. | | |
Leadersvinclined to aét in the spirit of a misguided nationalism were
- reminded by the crisis that natidnal solutions were misplaced in the era of
globalisation in which case the consequences would be far worse. Manathir’s
1 ,immediate ’reaction wns to blame currency speculators claiming in his address
to’ the 30th AMM that there was a “well planned effort to underrnine the
economies of all the ASEAN countries”. Mahathir on 26 July named George
Soros as the leading speculator and called upon the region to unite against
him. At the IMF/ World Bank annual conference in Hong Kong in September
1997 Mahathir again lambasted the currency speculators after the Malaysian
ringgit fell by 20% against the US dollar. The Malaysian prime minister
accused the “great fund managers” of 'forcing the economies of developing
countries to bow to them and pronouncéd currency trading as “unnecessary
- and immoral”.#0 Mahathir’s outbursts had the effect of dragging the ringgit
further down and eventually the truculent Malaysian prime’ minister as

compelled to desist.
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Even before the crisis surfaced the enthusiasm for economic co-
operation within ASEAN was ‘dampened somewhat by developing ﬁnancial
difficulties in the most affected members. In March 1997 ASEAN financial
ministers began to discuss the liberalisation of financial services to enhance
the attractivenessﬁ of ASEAN’s capital- markets and to promote a regional
capital market. This meeting occurred in a worsening regional financial
climate as ministers began to express concern about declining currency values.
‘Indonesian bank officials declared that their country was not yet ready for
financial hberahsatmn as the cap1tal1sat10n of banks and 1nsurance
companies was considered weak. Several other ASEAN countries s1m11arly
“expressed reservatmns about this move.41

" The currency crisis indeed stimulated regional efforts for a concerted
‘ approach towards financial stabilisation and attempts Were made to formulate
- an approprlate solution. ASEAN financial m1n1sters noted in March 1997 that
regional currencies came under pressure as the US dollar to Wthh most
- ‘currenc1es were pegged rose in value and they suggested that the 1977
currency stabilisation scheme be revived. The IMF proposed an ASEAN
financial assistance scheme that would help memb'ers Tstabilise 'their
currencies. The idea was that ASEAN should establish an emergency credit
system upon which members could draw if their currencies were under attack
‘and in danger of losing value dramatically.‘i2 Supachai Panichpakdi who was
then Thai Commerce Minister proposed that the regional"States‘co-ordinate
macro-economic policies which would, he claimed, be more effective than
financial bailouts. By September Indonesia’s President Suharto was calling
for a “regional safety net” which would involve a common fund to bail out
economies in difficulty.43 ASEAN leaders responded to Suharto’s appeal and
by October both President Ramos of the Philippines and Thailand’s Prime
* Minister Chavalit Yongchaiyudh were voicing similar views. How such a
“regional safety net” would function under the circumstances was not

explained.

23



Other measures were proposed to enable members to deal W1th the
currency crisis and related issues collectlvely Mahathlr warned at the 29th
meeting of ASEAN economic ministers that members’ should no longer rely
upon ,manufacturing as the only source of growth and should develop the
services sector. ‘According to Mahathir it was ‘because of an nndeveloped :
services sector that ASEAN members suffered current account deficits. This
was perhaps more true for Malaysia than for Thalland where other factors
contributed to the current account deﬁmt including capltal and- consumer
imports. Mahathlr accordingly proposed that ASEAN members co- ordmate
the formulatlon of macro-economic policy to emphas1se the services sector and
called for greater economic integration within ASEAN as the path out of the
present crisis.*4 Thailand pushed for a regional surveillance mechanism with
IMF assistance which would help monitor the condition of ASEAN economies.
Kobsak Chuti_knl, Director of Economic Affairs Der)artment of the Thai
Ministry of Foreign Affairs claimed that this was an important objective for
ASEAN as important as the ASEAN 2020 vision.#5 B

ASEAN leaders at the Kuala Lumpur informal summlt of December
1997 endorsed the ASEAN finance m1n1sters agreement to enhance regional
surveillance to strengthen the IMF’s capacity to respond to financial crises.
They took note of the recent establishment of the ASEAN central banks forum
and supported the ﬁnance’ ministers’ decision to create a select committee
with a permanent. secretariat to work with the ADB to develop the. reglonal
surveillance mechanism in close co- ord1nat1on with financial agencies.” They
~also called for increased 1ntra§ASEAN trade as a way to overcome the
financial crisis and expressed a strong intention to implement ’AFTA before
2008, | |

Mahathir continued to explore indigenous ways of overcoming the.
impact of the currency crisis to reaffirm the validity of ASEAN, and to
demonstrate that the regional organisation could manage its problems

without the need for external support. Mahathir proposed that ASEAN could
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trade in regional Currencies which would avoid dependence upon the US dollar
_to curb the 1mpact of ﬁnanc1a1 speculators There were two varlants of the
proposal one was that the Smgapore dollar be used for regional tradmg wh1le
the other was the idea that exporters would pay importers in their own
currencies.® Mahathir visited Singapore and claimed that he had Prime
'Minister Goh Chok Tong’s agreement. Mahathir began to muse about the
( 1dea of a s1ng1e reglonal currency using the European Union as an example as
well as 1ntra-ASEAN transportation to reduce costs.t” ASEAN ﬁnance
| :‘m1n1sters met in Jakarta in March 1998 and offered support for the proposal
 to move to b1latera1 payments arrangements on a voluntary bas1s but there
kwas much opposition. Thai Prime Minster Chuan Leekpa1 thought that
'Thalland was not ready for the proposal while S1ngap0re 8 Flnance Mlmster
'R1chard Hu was decidedly opposed to the idea of turning the Slngapore dollar
into a regional currency. Desplte the appeal of the proposal its obvious
| ‘im:practicality prevented its implementation._ Most ASEAN trade was directed
towards external partners’ 'anyv‘vayk which minimised the signiﬁCance of the
proposal and reduced its relevance to intra-ASEAN trade. In that context it
B Would hardly meet the stated obJectlves of reducmg dependence upon the US
dollar or reducmg currency speculatlon "
k The currency Cl'lSlS showed how 1mportant 1nternat10nal fundmg
‘1nst1tut10ns were to’ the ﬁnanc1a1 stab1hty of the regmn Thalland and
Indones1a requ1red the assistance of the IMF to stabilise their economles an
“ob]ectlve which was Well beyond the ab111ty of the regmnal orgamsatlon to
" achieve. On 11 August the IMF unve11ed a $16 b1lhon assistance package for
1 Thalland which mcluded contr1but1ons from the World Bank the ADB plus
ten states with the part1c1pat1on ‘of China for the first time. Bilateral

arrangements with external economic actors also became 1mportant for the

economies affected by the crisis. In October 1997 Japan agreed upon a -

" program of assistance for Thailand which included short-term trade insurance

to the value of $1 billion, long-term trade insurance valued at $7 billion to
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help with infrastructure development and the disp‘atch of advisors from Japan
to assist Thailand in its restructurmg efforts.48 At the ASEAN informal
summit of December 1997 Japanese Prime Minister Hashlmoto offered the
ASEAN countries soft loans to develop infrastructure projects. Hashimoto
also announced the establishment of a $18 billion -'tra’de insurance credit to
help small and medium-sized enterprises and torrestore financial and currency
stability.49 APEC ﬁnance ministers in Nov 1997 proposed the Manila accord
which called for assistance for ‘the ASEAN economies ’according to IMF
guidelines. This proposal was endorsed by APEC summlt and agam by
ASEAN finance ministers 1n December | ‘ o

ASEAN ﬁnance ‘ministers met in December 1997 and agreed in
principle to establish a reg10nal fund which would go beyond ASEAN
members and may include other Asia-Pacific actors The size of the proposed
fund reportedly ranged from $50-100 billion. ASEAN members 1n1t1a11y
thought in terms of a regmnal fund which ‘was obwously impracticable
without the participation of major actors such as Japan and the US. Finance
ministers agreed that countries would extend assistance to each other on a
case by case basis but only if the reCipient country_ ‘agrees to IMF reforms.
There was some debate about the extent to which the fundwould be linked to
the IMF as Mahathir' argued that it should be independent of the IMF.
Finance ministers agreed not to place the fund d1rect1y under the IMF but

that the ASEAN Secretarlat would- monitor the regmnal economles in- o=

operation with the IMF. The fund was to be mdependent of the IMF but would
work closely with 1t 50

Will AFTA be set back by the currency cr1s1s of 19977 Before the cr1s1s
emerged in Thalland in July 1997 ASEAN Secretary General AJ1t S1ngh
expressed the optlmlstlc view that AFTA could be reahsed by 2000 when
products with tariffs of 5% and less as stlpulated by the agreement would
account for 97% of 1ntra-ASEAN trade.5! ASEAN ﬁnance m1n1sters in October
agreed to accelerate the 1mp1ementat10n of AFTA to meet the target well
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before 2003 by way of demonstrating conﬁdence despite the impact of the
currency crisis. Malay31as Trade and Industry M1n1ster Rafidah Aziz
reported that economic ministers felt that the currency crisis would
strengthen ASEAN’s res1l1ence v Nonetheless, there were reports to the
- contrary that ministers had taken a negative view of trade liberalisation

regarding it as the basic cause of the currency crisis. There was the concern
- that some governments would resort to import substitution policies in a way
. that would dampen enthusiasm for further trade liberalisation.

The deadline for the agreement on services was set at 31 March 1998
| yet it faced similar difficulties. There may be httle incentive for countnes to
“liberalise financial services while the1r economies are vulnerable to external

-market movements. Even before the crisis emerged ASEAN members such as
! Indonesia demonstrated particular resistance over the liberalisation of finance,
banking, telecommumcatmns and tourism. Smgapore and Thalland were
~ willing to go beyond the WTO in offering other members access to these areas
, k’but Indones1a was especially reluctant. Con31derable res1stance was
'encountered When ASEAN economic ministers met in Malays1a in October

1997, part1cular1y over ﬁnanmal serv1ces and agr1culture which were regarded
~as highly sensitive by 1nd1v1dual members | Vietnam Wanted to delay
,’ consideration of the proposals Tha1land was willing to liberalise two sectors

only, tourism and ‘marine transport One way or another the currency crisis
kwas ‘indeed removing the incentive for members to collaborate over this
1ssue.‘52_ ASEAN leaders wanted to demonstrate their commitment to
integration and the goals of the organisation irrespective of\the currency crisis,

. to show that ASEAN would continue to evolve despite the‘ crisis As a
) ,demonstratlon of commltment however, the agreement may have the opposite
. | :effect as fallure to reach declared goals mlght 1mpa1r ASEAN
lk ‘ The currency cr1s1s is llkely to have a dual 1mpact upon ASEAN which
‘ ’kshould be understood by reglonal leaders The plans for econom1c co-operation

as mapped out m precedmg years may have to be partlally suspended insofar
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as they involve grandiose targetsthat have ‘become politically unrealisable.
~ ASEAN .leaders should desist from any attempt to forcethe pace of th1s form
of economic co- operation heyond acceptable tariff reductions to avoid an

outrlght demonstration of failure. Nonetheless ”ASEAN leaders should be
examining ways and means by which ASEAN can moderate the 1mpact of

“ globahsatlon upon the region either through co- ord1nat10n w1th financial

~ institutions such as the IMF or with economic partners such as J apan and the
- US. What ASEAN requires in the future would be regional mechamsms to
~ cope with the oscillations of global market forces such as fmanmal surveillance

systems and a common agreement to issue and respond collect1ve1y to Warnmg

. | 31gnals

| Secunty co-operation _
\' During the Cold War securlty co- operatlon on a mult11ateral level
v withm ASEAN was inhibited by the ‘desu'e to avoid’ any appearance of a
, ’mirlitary alliance, which would have contradicted Indonesia’s‘,‘ and Malaysia’s
,’ non-aligned principles. Indonesia, in particular, was determined to avoid any
.association with security that could have compromised its non-aligned
ideology.5 In this respect the Indonesian concern was that theassumption of
security functions would transform the regional grouping into a‘vehicle for US
military strategy particularly as three memhers, the ‘Philippines, Thailand

v 'and Singapore were actual or de facto allies of the US during the Cold War.
..Indone81a adopted the idea of natlonal and reglonal resilience to express its
position over th1s issue by which it was meant that each member should

; cult1vate 1ts own securlty Wh1ch would then strengthen the region as a whole.
- Indonesia affirmed that security co- operatlon within ASEAN should be
- bilateral and should not reqnire multilateral endorsement. Various security

forums were proposed within the ASEAN context but it was not until the

B . termination of the Cambodian conflict that ASEAN leaders made serious

efforts in this direction.
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ASEAN leaders were then motivated to implement the idea of common
: securlty ina reg10na1 context as a means of managing their post Cambodlan
secur1ty predlcament in- Wh1ch great powers and part1cularly Chma loomed
.large Common securlty had been developed W1th1n Europe with major
 contributions from the Stockholm International Peace Research Institute
; [SIPRI] and stressed mutual d1alogue CBSMs, non-offens1ve defence and

arms control/reduct1ons Common security was discussed over 1990 91 during
| the regular meetmgs of the ASEAN institutes of strategic studles in which
| European-msplred proposals were tempered by an awareness of regional
d1fferences The findings were presented to the political leadershlp in a
pubhcatlon 1ssued by the ASEAN-ISIS in 1991 ent1tled “A T1me for

Initiative”.5¢ The proposals included the idea of an Asia-Pacific d1alogue and

the “establishment of a multilateral framework of co-operative peace”. A

regular conference for the d1scuss1on of Asia-Pacific security Was proposed
which Would 1nclude China, South Korea, Vietnam, Russmn as well as
ASEAN. It was stressed that the conference would follow the annual ASEAN-
| PMC meetings in which case'AS’EAN would be retained as the core feature of
= Asia"-dPaciﬁc seCurity dialogue.55 ASEAN leaders during the 4th summit which
| | was held in SingapOre inJ anuary 1992 endorsed these propoSals and stressed
in their declaratlon that ASEAN could use estabhshed forums to promote
i :d1alogue on external secunty 56 '
Dlscuss1on about an As1a-Pac1ﬁc forum had been underway since
Gorbachevs Vladlvostok address of July 1986 Whlch had stimulated many
‘ debates Gorbachev had proposed that the European Conference of Secur1ty
and Co- operatlon [CSCE] be used as a model for an overarchmg Asia-Pacific

‘ secunty forum. Austraha s Forelgn M1n1ster Gareth Evans and h1s Canadlan

eqmvalent Joe Clark in July 1990 ralsed s1m11ar proposals. IndoneSIa in

part1cular opposed any . proposal that would result in ASEAN’s
marginalisation and res1sted attempts to develop Asia-Pacific dialogue based

on the European experience. Indones1a and MalayS1a under Mahathir
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; resented What ‘they regarded as outside interference and pressed for a body or

forum that kWould_be based on the regional organisation. The notion of an

ASEAN-based 'regional forum developed out of this interaction as external

. " actors were willing to make this concession to ASEAN to remove obstacles to
| 1ts creation. It became known in 1993 as the ASEAN Regmnal Forum [ARF]
The ARF has‘ met four times since 1994 and has expanded its

\membership from the original 18 to 21.57 The ARF brings,together the majOr
" As.ia-Paciﬁc actors, the US, Japan, China and Russia and it isl the Asia-
/‘Pa'ciﬁc’s ‘only security forum, which is regardedp by the US ‘as an
, accompamment to APEC. The ARF represents a hope to estabhsh patterns of
dialogue and consultation which may become routine and bear fruit over the
vital security issues of the region. ASEAN has cultwated the 'ex_pec_tatlon that
1ts security environment could be managed and made safer through the
| ‘process of dialogue between the major powers meeting regularly in the ARF.
‘ f‘ASEAN leaders have encouraged the major actors to develop a vested 1nterest
in regional stability, which would establish an equilibrium between\ them
) upon which the region’s economic security could be based. ‘ | |

The problems of the ARF are those associated with security bodies in

general, that they rely upon the co-operation’ of the major powers and fall
victim to deadlock should the interests of these powers clash over territorial
claims or other is_sues.‘ Moreover, the ARF was grafted‘on the successful
‘experience of ASEAN regionalism ‘and suffers from a close identiﬁcation with
Southeast Asia Which ‘hinders to some extent the development of dialogue in
~ Northeast As1a Pressure for the estabhshment of a separate body that Would
. deal with the Korean penmsula or Russ1a-Japan relations has been a
| consequence of ASEAN’s perceived monopolisation "of security dialogue
through the ARF 58 For ASEAN however, two problems arise which limit the
veffectlveness of a security forum such as the ARF One is that the major
actors have priorities which may not coincide with those of the regional

~organisation in which case their commitment to Southeast Asian securlty may
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be tenuous as best. Secondly, the secunty of Southeast As1a cannot be
| separated from the secumty of the w1der As1a Pac:lﬁc and ASEAN is compelled
" to become engaged in dlalogue over issues in wh1ch 1t has 11m1ted 1nﬂuence
As long as this cleavage ex1sts between the expectatlons of ASEAN and the
' major actors the ARF cannot satisfy the initial intentions that called 1t into
being. The ARF has made laudable proposals in relation to CBMs the
submission of defence pohcy statements the regular publication of defence
| :whlte papers and the development of high-level defence contacts.5® Over the
| ma]or securlty issue that affects ASEAN progress has been mlmmal however
- ASEAN’s most troubhng secunty issue 1s the South Ch1na Sea whlch is
a test case for the success of common securlty and d1alogue as a way of
| resolvmg dJsputes | Th1s issue 1nvolves Chma whose leaders have
| contmuously asserted the1r claim to the area 'in an uncompromlsmg way.
" China 1ns1sts that the 1slands of the South Chma Sea are 1nd1sputab1y
Chinese yet at the same time allows for the poss1b111ty for negotiations by
callmg for Jomt development of the resources there. Pr1me M1n1ster Li Peng
* when he V1S1ted Smgapore in August 1990 first expressed th1s amblguous
pOS1t10n whlch has been since been mamtamed prompting much susplclon of
China’s u1t1mate motives. ASEAN has attempted to develop dialogue with
Chma over the issue with the intention of clanfymg Chmas pos1t1on and to
| ’engage the Chinese into joint development of the area but w1th d1scourag1ng
":results ‘Whenever proposals for joint development of the resources in the
South Ch1na Sea have been raised China has been unresponswe for reasons
‘that are unclear Is China del1berately stalling or is there a conflict between
'agenmes over an appropnate response‘? The South China Sea problem
involves issues that go well beyond the reglon and relate to Chinese domestlc
J 'pohtlcs and the securlty of the 1ncumbent Communlst regrme, Chma s energy
" needs as well as Ch1nese relatlons with the Western world the US in

partlcular. As Chlnas energy ‘needs escalate w1th economlc growth its
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1nterest in the off shore oil and gas depos1ts of the South Chma Sea

1ntens1ﬁes 60 ‘ k
| China i is the only claimant to use force in the dlspute ﬁrst in J anuary
V1974 to seize the Western Paracel Islands from South Vietnam and agaln in
) March 1988 when Chinese naval units clashed with Vletnamese near J ohnson
| fReef As a consequence of the latter spat Chma for the first t1me could occupy
: 1slands in the area subsequently occupymg a reported 9 1slands w1thout
»challenge from Vietnam. In both cases Chma demonstrated an ab111ty to
exp101t opportunities provided by changmg conditions in international politlcs
~In the case of the Western Paracels US-China détente Was a constraint on the
West's reaction which otherwise might have supported South Vietnam agamst
" China. Similarly, China exploited Gorbachev’s 1nterest in rapprochement
jiw1th Chma and it became clear in 1988 that the’ Sov1et Union Would refrain
| from supportlng Vietnam, despite the treaty of November 1978 Whlch_bound
" the Soviet Union and Vietnam. In March 1995 Chinese constructions within
the Philippine claim area on Mischief Reef were rerealed and additional
constructions were found in the following year. Despite the diplomatic
~protests China has not backed down over this issue and the structures remain.
v In this case China has taken advantage of Philippine defence Weakness as the
least prepared of all the ASEAN countries to defend its sea claims and one
' which ostentatiously threw’ off American protection when the US Na\?y was
compelled to evacuate Subic Bay in November 1992. The suspicion remains
that China may await another favourable kopportunity to take action to enforce
- its claims but it is unclear whether China is motivated by sheer opportunism
or some grand design. If China’s actions are a product of opportunism then
| continuous dialogue may go some way to alter Beijing’s view of the issue and
the Chinese leadership may accommodate the claims of others. If _China’s
actions are related to some grand de‘sign'that is consistently maintained by
the defence and security establishment then dialogue WOuld reach limits

rather rapidly and deadlock would follow.
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Three ASEAN claimants are involved in this dispute, Vietnam
Mala&sia and the Philippines In additionthere is an ambiguous area around
Indones1as Natuna Islands where Chmas cla1m overlaps w1th Indonesia’s
| EEZ Vietnam is Chlna s main r1val over the 1ssue W1th a clalm to the entire
area Wh1le the other ASEAN claims are partial and limited to the EEZ or the
continental shelf. When Vietnam joined ASEAN in July 1995 the reg1ona1
organisation ywas presented with a dilemma which could affect its. \future
:development There was the convention that had emerged as a result of the
‘ Cambodlan issue that the orgamsatwn would d1plomatlca11y support any one
" of its members 1n a d1spute a practlce which was 1ntended to strengthen

organlsatmnal cohes1on At the same time there was the recogmtlon that
| Vletnams membershlp of ASEAN could drag the orgamsatmn 1nto Sino-
;V1etnamese terr1tor1a1 dlsputes which would Jeopardlse relatlons with Chlna
It may be that Chma would av01d testlng ASEAN over th1s issue wh1ch could
‘Jeopardlse relatlons w1th the World commumty 1n Whlch case V1etnam S
1nclus1on 1nto ASEAN may be one way of constralnmg Chma In March 1997
when a Chmese o1lr1g was moved mto the V1etnamese cla1m area the
\‘V1etnamese Forelgn M1n1stry at first protested d1rectly to Ch1na and then
' appealed to ASEAN on 20 March.61 ‘The rig was subsequently w1thdrawn on 1
Aprll but had ASEAN not been invoked 1t mlght have stayed in the
" V1etnamese area longer Would ASEAN act agamst Chlna if the situation
' ‘arose‘7 When S1ngapore S former Prime M1n1ster Lee Kuan Yew V1s1ted Han01
in March 1995 he stressed that if China were to attack V1etnam after 1t Jomed
* ASEAN the organ1sat10n would close ranks behmd V1etnam In Beljmg in
May 1995 Slngapore s Prime M1n1ster Goh Chok Tong clalmed that he had

told the Chmese that the South Chma Sea is one issue Whlch could unite the
| 'reglon agamst them 62 Not all are convmced that ASEAN would 1ndeed act
agamst Chma as non-clalmants Thalland in partlcular Would have httle

\ mcentwe to ]0111 an ant1-Ch1na coahtlon
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ASEAN has developed a policy of constructive engagement of China and
"is at the forefront of regional efforts to integrate China 1nto As1a-Pac1ﬁc
econom1cally. Malaysia under Mahathir has particularly. empha31sed the
7, need to engage China and to ensure that it would have a stake in the security
, :of the region. Malays1a Defence Mmlster Datuk Syed Hamid Albar declared
“his belief that China would be unlikely to use force over the South China Sea
since such action Would undermine its trade and economic 1nterests 63
'\Phihppine National Security Advisor Jose Almonte acknowledged that the
greatest problem faced by East Asia was the engagement of China but Wrote
L that “the ASEAN states are gambling on the economic development in the
Pamﬁc Basin binding all its countries together w1th mutually beneficial
'results 64 Developments may justify this approach Since. 1995 ASEAN has
developed security dialogue with China in a way Which Would establish a
more congenial atmosphere for substantive negotiatlons over outst‘andmg
issues such as the South China Sea. In April 1997 ASEAN-China security
discussions were conducted at the senior official level in Hungshan in Anhui
province and for the first time China allowed the South China Sea to be
placed on the agenda of the discussions.t5 When Prime Minister Li Peng

Visited ASEAN in August-September 1997 he was particularly conciliatory
' and offered ﬁnancial} asSistance for Thailand and declared that China would
seek common economic development with ASEAN.66 ‘_Jiang Zemin attended
the Kuala Lumpur ASEAN informal summit of December 199‘7 as a guest and
. mgned an agreement with ASEAN in which both sides “pledged to settle their -

disputes in the South China Sea through friendly negotiations”.67
h ASEAN leaders are hopeful that a resolution of this issue may be
: poss1ble in view of these positive developments on China’s part. Nonetheless,
‘ thesev positive developments ‘may not necessarily testify to the success of
common security or multilateralism. The ARF has made little progress over
this issue and one of the most important issues that the body was created to

address has been consistently kept off the agenda as China has consistently
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refused to discuss the issue at a multilateral forum. The ARF may have made
China more aware of regmnal concerns but the mot1vat1ng factors behind
Chmas d1plomatlc efforts to cu1t1vate ASEAN may lie elsewhere These
developments come at a time when China has expressed concern about the US
role in the Asia-Pacific and the September 1997 promulgatlon of the revised
:US-Japanrdefence guldehnes. The role of the US and Japan is a major
' constraint ;'upon China, which reveals that ASEAN is the beneﬁciary of the
‘presence of these actors the US in particular. The factors that govern the
* South Chma Sea issue are external to ASEAN and are related to China’s
domestlc pohtlcs and the US regmnal role over which ASEAN has limited
‘ mﬂuence Should these factors change then China’s pos1t1on over th1s issue
and its relatlonshlp Wlth ASEAN may also change ASEAN may have to forgo
| the effort to manage relations with China through the ARF and may be
compelled to link its efforts with Japan and the USina tradltlonal balancmg

A strategy dependlng on Chma S behavmur in the future

'f ’Extra-regmnal lmkages o
‘ ASEAN has developed l1nkages with external orgamsatlons and groups
of states to obtam support for high priority obJectlves in recogmtmn that the -
orgamsatwn requlres "the co- operatlon and assistance of external actors to
' achieve its aims. The development of these external lmkages is a response to
‘ the 1nadequacy of not only the soverelgn state 1n managmg its own problems
' but the limitations of reglonal organisations as well These external linkages
“can be comprehens1ve as in the attempt to develop t1es W1th J apan and Chma
which are linked to ASEAN by reason of geography, trade and ’commerce.
ASEAN's relations with these states may constitute the 'basis ‘of a distinct
form of East Asian regionalism. These linkages' can also be partial and
- specific as in the case of ASEAN relations with Australia/New Zealand or the
" EU. In addition, individual members of ASEAN may develop particular

economic or security linkages with external actors in areas of interest to them
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- which do not engage the organisation as a group but which benefit the
| orgamsation nonetheless ‘ |
ASEAN requires greater Jd apanese involvement in the development of
. the reglonal economy. Japan’s significance for ASEAN lies in three areas.
First, in many respects the region can be regarded as part of Japan’s economic
ihvinterland which has allowed Japanese manufacturers to avoid rising costs by
transferring assembly production to lower kwage areas in Southeast Asia.
Japan’s commercial and industrial transfers to the region ’since the l’_laza
| agreement of September 1985 have stimulatedthe regionfs'economic growth
~and made possible the development of an export-o_rien’tated manufacturing
sector in Thailand, Malaysia and Indonesia in partieular. Second,in terms of
~security Japan is seen as means of balancing China .and anecessary factor in
any East Asian balance of power that may have to accommodate a rising
_China. In this respect concerns about Japan’s assnmption of a security role
~have been mitigated somewhat by the need to maintain a working balance of
- power arrangement while China’s intentions remain unclear Third, Japan
can play an important d1plomat1c role in terms of developing and extending
- ASEAN’s relations with major global actors. As Japan develops its own
diplomacy in response to changes in Asia-Pacific political and economic
‘conditions its interests dictate the development of a stable Southeast Asia
which it will attempt to ensure through its own diplomatic initiatives.
Southeast Asia beneﬁts from Japanese diplomacy in that way.
Japanese Prime Minister Ryutaro Hashimoto visited Southeast Asia in
:;early 1997 and in Singapore on 14 January 1997 was thought to have
unveiled what was described as the “Hashimoto Doctrine” which was a
-misnomer but was actually a restatement of Japanese policy towards the
region. Hashimoto called upon ASEAN to deepen relations with Japan, he
~ appealed to the global commnnity to} build trust with China and to help it to
, become a constructive partner in the world community. He described the US-

Japan alliance as the “infrastructure” for security, economic stability in the
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Asia-Pacific region in general. Moreover, Hashimoto proposed regular summit
level conferences with ASEAN which would include 'regional seCurity and

which would upgrade Japan’s significance for ASEAN endowing it with a
| unique status, not even en]oyed by the US 68 Japan seeks to develop its own
* links with the reglon that would go beyond the mu1t11aterahsm of the ASEAN
‘Reglonal Forum giving rise to the issue of duplication. J apan has already
.‘conducted annual negotiations with ASEAN in the Japan-ASEAN annual
B forum which ﬁrst began in 1976 but the Japanese side now wants to move
beyond the 11m1ted agenda of th1s forum and to expand relat1ons under a new
format |

' In the wake of the currency crisis ASEAN members expected J apanese

:support for ‘their economles elther b11atera11y or multllaterally through the
4 dex1st1ng regional framework. The tendency to look to J apan for support 1n
time of economic cr1s1s is 1ndeed pronounced in the reg10n as J apan is seen as
" a softer and more understandlng alternative than the US or 1nternat10na1
' ‘fundmg agencies such as the IMF ThlS attltude was part1cularly marked in

:Malays1a where Mahathn' had cultlvated the 1dea of common “Agian values”
" Whlch was to JU.Stlfy spec1al treatment from d apan Ac common sense of “Asian
values” , accordmg to Mahathlr would allow Malaysm ‘and other affected
" countries to bypass the IMF and the West and Would enable Asian countrles

‘to deal with this problem on their own. Those ASEAN countries that had
-~ inclined to these views were disappointed by Japan’s response and discoyered
that other factors such as economic and ﬁnancial realities were more
s1gn1ﬁcant than “Asian values” in shapmg Japanese thmkmg over this issue.
 Japan had itself sunk into an economic 1mpasse since the “bubble economy
years and was hardly inclined to bail out the ASEAN countries.

" When ASEAN economic ministers met representatwes from Japans

’Mmlstry of International Trade and Industry [MITI] in October 1997 the
Japanese side proposed a package of measures to support the ASEAN

economies, none of which met ASEAN expectations.89 ASEAN trade ministers
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pressed MITI Minister Mitsuo Horiuchi to open up Japan’s markets to the
V ,products | of the region and to rectify the huge trade surplus that Japan
| enjoyed with the region. In 1996 Japan-ASEAN trade reached $116 billion
while Japan accumulated a $30 billion surplus.” Thai Commerce Minister
Narongchal Akrasanee claimed that the deficit with J. apan represented two
thirds of Thailand’s total trade deficit which became of concern “when the
present currency crisis broke out. S |
o - ASEAN has been developmg relations with Chma for economic as well
as for securlty reasons relating to the South Chmya Sea. When Cl_nnese
’Premier L’ijPeng visited Singapore' in August 1997 he claimed tbat ASEAN
}hvad become China’s fifth trading partner and called for co- Operation in yarious
; fields, infrastructure development technology transfers, poverty alleV1atlon
and env1ronmental protectlon 71 ASEAN’s d1alogue wlth China will be
compelled to expand to embrace other areas beyond diplomacy and s_ecurity‘ as
~ China’s economic ‘and financial actions have been demonstrated to have a
| ,‘signiﬁcantli‘mpact on the ASEAN countries. China’s devaluation of the yuan
| in danuary 1994 by 33% officially, but much higher unofﬁcially; was seen to
be an important faCtor in the currency crisis. ASEAN productsr became
. uncompetitive 1n Varlous areas such as footwear, textiles, toys and consumer
items. Should Chlna devalue its currency again ASEAN would come under
;renewed pressure in whlchcase China would have revealed its power to throw
- the ASEAN economies,into recession. There was an urgént need for ASEAN
and China to establish a regular dialogue that would involve economic and
finance ministers and place the issue of economic and financial co- ordination
- on the agenda In February 1997 an ASEAN-China dJoint Co- operatmn
| Committee [JCC] was estabhshed as an umbrella body to oversee ASEAN’
relations with Chma ‘An ASEAN- Chma busmess councﬂ is to follow later.”
‘These bodies will be madequate for the task and a higher level arrangement
will be required. China declared at the informal ASEAN summit in December -

1997 that according to Assistant Foreign Minister Chen Jian it was willing to

38



assist with “further act1ons to ensure ﬁnanc1al securlty and stability”. Thai
Commerce M1nlster Supacha1 Pamtchpakd1 stated that the extent to which
Ch1na Would 1nvolve itself in ass1st1ng ASEAN was 1ndeed a cruc1al
quest1on 738 Th1s issue Wlll be critical for ASEAN’s future financial stab1hty
As ASEAN establishes the institutional mechanism to develop d1alogue
FWIth both J apan and China it encourages the coalescence of the kind of East
As1an grouping that Mahathir had advocated since 1991. Since that t1me
| Mabhathir has campalgned for an East Asian Economic Caucus [EAEC] to
strengthen ASEAN’ “Asian” identification i in 1deolog10a1 clash w1th the West
over pol1t1cal and cultural values The ASEAN informal summ1t of December
1997 brought together J1ang Zemm Hashimoto and South Korean Prime
| Mlnlster Koh Kun w1th ASEAN for the first t1me Mahathlr demed that the
| EAEC had been created but declared that the t1me when East A31an countr1es
should not be seen as too close to ASEAN Was a thmg of the past and that
. economics was driving East Asia and ASEAN closer together 4 In any case
the occasion w1tnessed an ASEAN summit W1th East Asian leaders that went |
| beyond bilateral relatlons and may form the bas1s of a w1der groupmg in
future. . '
- ASEAN has also developed economic t1es w1th Austraha and New
| Zealand under the Closer Econom1c Relat1ons [CER] formula Austraha and
" New Zealand have been pressmg for closer ties W1th ASEAN calhng for formal
| ‘ASEAN CER meetmgs, the standard1sat10n of customs duties and eventually
a free trade agreement Prime M1n1ster Mahathir has been reluctant to
"mvolve these‘ countries too closely with ASEAN in the bellefu that they are
' (Western and have no ’place in Asian regionalism. In any case because of the
'w'currency crisis ASEAN representatives have called for a ynOStponement of
these discussions. 'ASEAN security connection with Australia and New
 Zealand continues through the ‘ Five Power Defence Arrangements V[FPDA]
which was formed 1n November 1971 and 1ncludes Austraha, New Zealand

Br1ta1n Smgapore and Malays1a Regular exermses are st1ll bemg conducted
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under the ausp1ces of the FPDA and defence m1n1sters still meet the last time
| being in April 1997 in Kuala Lumpur. In the Kuala Lumpur meetmg
ministers decided to alter the .language’ of the agreement so that members
would not be obligated to come to the defence of both Malaysia and Singapore
but to assist their defencewhich as Singapore’s Defence Minister Tony Tan
explamed simply reﬂected reahty 75 | ’
ASEAN has engaged Europe in a d1plomatlc mechanism called ASEM
| [ASEAN European Meetmg] whose first summit was held in Bangkok in 1996.
ASEM has 25 members, 15 from the European Union and ten from Asia
| ‘yincluding seven ASEAN countries and Japan, China, South Korea. One major
issue for ASEAN-EU relations was Myanmar’s participation_ in ASEM to
wh1ch EU members part1cularly objected. During the ASEM foreign
| m1n1sters meetmg in Singapore of February 1997 EU comm1ss1oner Manuel
| Marm stressed that Myanmar's membershlp of ASEAN would create
d1fﬁcult1es for the signature of agreements and that the EU Parhament would
not extend the ASEAN-EU co-operation agreement to Myanmar even as a
member of ASEAN.76  Mahathir insisted that 7d1_scr1m1nat1on against
| Myanmar was tantamount to discrimination againstA.‘SEAN’ and threatened
/an ASEAN‘boycott if Myanmar was excluded from the meeting.”? | Nonetheless,
ASEM 2 was held in London in April 1998 on the basis of the seven ASEAN
members of 1996, which excluded both Myanmar and Laos. ;ASEAN avoided a
confrontation with the EU over this issue which was an acknowledgement of
the difficulties created by Myanmar’s membership of the Organisation k
| Other linkages have been proposed which d1vers1fy ASEAN relations
| | accordmg to geographm prox1m1ty Thailand announced a look West” policy
when Chatichai Choonhavan was Prime M1n1ster whlch 1nd1cated an 1nterest
| in developing economic relations with ‘South Asia.’® The Thal ‘Foreign
Ministry proposed a Western regional grouping’ which it called BIST-EC (or
informally the Bay of Bengal Economic Commum'ty) which was to include

Bangladesh, AIndia, Sri Lanka, Thailand and later Myanmar as well. It was
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announced onbd une 1997 as a forum for economic co-operatlon which would
| prov1de a market for Tha1 products 79 The Tha1 Foreign Ministry env1sages
' co- operatlon 1n trade fac1l1tat1on and investment mformatmn and wants to
1nc1ude Myanmar as a transportatmn link with South Asia. ” |

| External linkages are a means of compensating for part1cular economic,
| ldlplomatlc or security 1nadequac1es faced by regmnal organisations and
allowmg members to function in a wider context. These 11nkages involve
f’:ASEAN as a group and allow it to extend influence beyond Southeast Asia to
enhance its s1gn1ﬁcance as an Asia-Pacific actor. Insofar ‘as particular
members are 1nvolved these linkages they offer economic, security or
“diplomatic benefits thatf may not be provided by the regional organisation. In
the case of ASEAN’s relations with East Asian countries comprehensive
khnkages are being formed Whlch embrace economlc secunty as well as
d1plomat1c ties which may require the estabhshment of forums and
~ institutional mechamsms for their management. As these external l1nkages
'.become more important for ASEAN their integration ’ into the existing
s_tructurei Would- be knecessary in, which case the organisation as | it is now
~ known may undergo an incremental expansion These external linkages may
' "be 1nd1cators of the gradual format1on of a wider East Asian reglonahsm based

upon the development and expans1on of ASEAN

| ASEAN s future development

‘ | ASEAN as a regional orgamsatmn has developed well beyond the
l1m1ted and tentatwe expectatmns that brought it into existence 30 years ago.
‘ _ASEAN has served as a necessary basis for stability for a region that had
suffered the effects of political upheaval and conﬂ1ct in the 1960s Its ﬁrst
ach1evement was to facﬂrtate the mtegratmn of Indones1a into the reglonal
- and global commumty after the chaos of the Sukarno years. The 1ntegrat1ng
motlon that embraced Indones1a was later extended to include V1etnam which

. for 20 years at least was the reglons pr1nc1pal concern ASEAN 1ndeed was
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the mechanism by which regional stability could be effeoted through the co-
ordination of expectations of its members ASEAN regionalism contributed to
the econom1c development of the region in the 1970s and 1980s through the
creatlon of a stable reg10nal environment wh1ch strengthened busmess
‘conﬁdence and 1nterest Slngapore s Foreign Minister Jayakumar clalmed
that ASEAN Was the main reason why the region enJoyed such unprecedented
peace and prospenty 80 |

ASEAN now faces new problem‘s that have arisen as a consequence of

its expansion and development for which it is ill-prepared. The organisation’s
structure, operating style and decision-making system were forged in another
era when ASEAN was basically a single function orgam'sation Consensus
would be now more difficult to achieve as a consequence of the expansmn of
kthe organisation and the demand for it may have to be- forgone altogether
’ Moreover, the principle of non-interference in the 1nterna1 affalrs of members
| }cannot any longer prevent the involvement of concerned members over 1ssues
”that affect them. Whether the concern is the stability of Cambodla, illegal
lmmigration or environmental pollution from Indonesia such as the “haze
problem”' of 1997-9/8 ASEAN members can no longer remain'constrained by
outdated notions of sovereignty and will have to develop | acceptable
" mechanisms to deal with these new problems. ASEAN will be compelled to
" become a multi-functional and or complex regional body which can no longer
A, be managed effectlvely 1n the same organisational structure
| ASEAN confronts problems that it is unable to manage on 1ts own and

tvhich require the assistance of the wider regional or global community. The
| three problem areas analysed above have demonstrated the extent to ‘which
vthe most salient issues faced by the orgamsatmn are beyond its ability to solve

alone The Cambodran problem shows that domestic political stability of a
| member can be an 1nternat1onal issue and that ASEAN will require external
assistance to .stabilise the internal situation of one of its members. ASEAN’s

‘major security issue is China which will prompt the organisation into the
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development of co-operative linkages with external powers such as the US and
Japan‘.k The currency crisis has revealed the vulnerability of the ASEAN
eoonomies to external ~markets and the deficiencies of the regional
organisation in facing global market forces that could trigger social A‘and
| politieal instability. | As ASEAN develops mechanisms to cope with the
| ourrency crisis the direction of economic co-operation within the organisation
will undergo a change. In response to exigerft need the emphasis may move
~away from market integration towards a reduction of vulnerability before
k global market forces. _ S | |
 The problems that ASEAN faces will prompt its development from an
| exclus1vely regional body that represents Southeast Asia towards a complex
| co- ordmatmg device that w1ll assume a mediatory role with the Asia-Pacific or
global economic and pol1tlcal env1ronment Cons1derable restructuring as well
“ as adjustment of expectat1ons will be required partlcularly on the part of those
hke Mahath1r Who clmg to an exclusive conception of reglonahsm that is
1ncompat1b1e w1th global trends As a complex reglonal orgamsatmn ASEAN
W1ll functlon at Varlous levels in which case extensive 11nkages may be
“ developed W1th other orgamsatlons regional bodies and global 1nst1tut10ns
| Dependmg upon the need and purpose, different dec1s1on-mak1ng groups
| w1th1n/ AS»EANlellco-ordmate with external bodies, defence ministers will be
| required to liase with their external counterparts as will seconomi»cs and
ﬁnanoe ministers. ASEAN will be compelled to develop a ‘neW and more
- extensive structure that would harmomse the activities of these functional
groups | . e e
‘ | Moreover the expanded orgamsatmn Wlll ~spawn dlsparate group
1nterests based upon level of economlc development geographlc locat1on or
| ‘cultural 1dent1ﬁcat10n Smgapore will continue to 1dent1fy with the developed
World Malays1a and Indonesm w1ll contmue to search for an Asian
‘counterwelght to the developed World Thalland ‘will look to Indochma

' Myanmar and South As1a the Ph111pp1ne econom1c 1nterest in Taiwan and
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South Korea‘ will also continue. Those concerned about China’s role will
‘continue to foster security links with the US or will attempt to involve Japan
‘more closely in regional affairs ASEAN members may . develop bxlateral‘
relationships with actors or groups of states outside the orgamsatmn whlch
~ would better correspond to thelr own level of economic development and which
would share their economic or pohtlcal demands Extra-reglonal hnkages that
have been developmg under the aegls of the orgamsatlon may be remforced
and strengthened to the point Where the1r significance may be as 1mportant to
particular members involved as relatlonshlps within the orgamsatmn This is
likely to be particularly case in relatlon to East As1an countries ,
The result would be a much more complex orgamsatmn Whose mam_
task will be to co-ordinate functions and act1v1tles at: Var1ous levels and to
develop and oversee linkages with external actors and bodles. In this sense
v"the principal function of regionalism undergoes a change which may be
d1fﬁcult for some within the region to accept but whlch simply reﬂects the
realltles of globahsatlon In the past regionalism was regarded primarlly as a
means of demonstratmg regmnal autonomy and a self help dev1ce that would -
reduce dependence upon the external world. The present task of «regionahsm
is to co-ordinate with the political, economic and financial forces -_releasedby
the process of globalisation and to reduce their impact for members
Regionalism becomes a process shaped by the pace of globahsatlon which will
demand the management and development of t1es and hnkages w1th the
external world at multiple levels. The task of regionalism will be to ensure
greater co-ordination with external state or institutional actors and to ensure
predictability in both the security and economic : areasv. ASEAN : will be
compelled to rise to this challenge by transforming‘its_' Strtit:tureiand revising
expectations of its behaviour. In doing so it may no’longe’r remain a SOutheast ,
Asian organisation‘ and mayk act as a stimnlus for a wider regionaliem in the

Asia-Pacific region.
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