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Can economics and
ASEAN dominate political
rivalry and competition
in Southeast Asia?

Ann Marie Murphy

Introduction

Southeast Asia is one of the world’s most diverse regions, with states differing
in terms of their size, regime type, ethnic and religious composition,
political ideology and levels of economic development. Domestic political
contestation, regional rivalry and great power competition influenced in
part by these differences have produced numerous conflicts in Southeast
Asia. These include subversion attempts from both the communist and non-
communist blocs in the Cold War, konfrontasi, Indonesia’s low-intensity war
against Malysia and Singapore, Singapore’s expulsion from Malaysia, the
Vietnam War, the Khmer Rouge killing fields, China’s war against Vietnam,
and Myanmar’s genocide against its Muslim Rohingya population. Despite
these conflicts, Southeast Asia has experienced remarkable economic
integration, raising the question of whether economics can dominate
political rivalry and whether the Association of Southeast Asian Nations
(ASEAN) has helped manage differences in Southeast Asia and between
Southeast Asian states and China.
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This chapter argues that neither economics nor ASEAN has independently
mitigated conflicts among Southeast Asian states. For Southeast Asian states,
economic, political and security concerns have always been inextricably
intertwined. The nature of these linkages, however, have changed over time
in response to shifts in the structure of the international system driven
by great power competition, the willingness of Southeast Asian states to
adhere to ASEAN norms and the ways Southeast Asian leaders legitimate
themselves domestically. The chapter illustrates that Southeast Asian leaders
have been best able to manage intramural tensions when they have common
external threat perceptions, abide by ASEAN norms which promote
ASEAN cohesion and employ common mechanisms of domestic political
legitimation which focus on economic development.

ASEAN helped overcome Cold War mistrust between Southeast Asia and
China. It has been less effective in managing recent tensions, particularly
over the South China Sea disputes in which Beijing’s maritime assertiveness
threatens the national interest of key Southeast Asian states. As a collection
of secondary states with limited hard power resources, ASEAN relies on
soft power mechanisms of conflict resolution which have failed to persuade
China to refrain from the use of force.

Economic integration between Southeast Asian states and China has
promoted regional prosperity but has not overcome security concerns.
All Southeast Asian states are tightly integrated economically with China and
regional elites perceive China as the region’s most influential economic
actor (Seah etal. 2023, 5). However, approximately two thirds of Southeast
Asians worry about China’s growing regional influence while only one third
welcome it (Seah et al. 2023, 27). China’s weaponisation of the economic
leverage created through trade is often cited as a reason for concerns about
China’s growing regional influence. Regional economic integration with
China therefore increasingly occurs despite these political risks, since it
makes Southeast Asian states more vulnerable to China.

Today, the rising intensity of Sino—American competition, with its attendant
pressure to choose sides, threatens the open, inclusive regionalism ASEAN
espouses. It also undermines the conditions that promote unity among
ASEAN members. Since ASEAN as an organisation can only act collectively
when members unite behind specific policies, this decline in cohesion
increasingly limits the role ASEAN can play in promoting regional order.
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To support these arguments and provide background on the evolution of
ASEAN and economic integration in Southeast Asia, this chapter proceeds
as follows. The first section situates the questions of whether economic
integration and international institutions can mitigate conflict in the
debate between realism and liberalism and outlines a three-pronged model
of political legitimation. The subsequent sections use this conceptual
framework longitudinally across four distinct time periods marked by
different levels of great power competition. A concluding section assesses
the lessons from this historical analysis and their implications for the future.

Conceptual framework

Realism, liberalism and political legitimacy

The two dominant traditions in the international relations literature —
realism and liberalism — would answer the questions of whether economic
integration and institutions like ASEAN can overcome security concerns
very differently. Realism assumes that anarchy or the lack of an international
sovereign that can provide order, mitigate conflict and enforce contracts
produces a zero-sum international system. A concern with relative gains
will lead realists to be wary of economic interdependence since it threatens
national autonomy, strengthens adversaries and can be weaponised.
As Albert Hirshman observed, a state’s ability to use economic leverage
by threatening to interrupt commercial or financial relations is ‘the root
cause of the political or power aspect of international economic relations’
(Hirschman 1945, 15-16). Realists are sceptical about the ability of
international institutions to promote order since great powers will only
create institutions that enshrine their relative power and will only abide by
international rules when it serves their interests. A realist would answer the
question of whether economics and institutions like ASEAN can dominate
political rivalry with a resounding no.

In contrast, liberals believe that economic interdependence and institutions
can mitigate the effects of anarchy and transform the international system
away from a zero-sum international system to a positive one. Liberals contend
that security is not always at risk and therefore states can engage in mutually
beneficial economic exchange without undue concern about relative gains.
Economic interdependence is viewed by liberals as a force for peace and
deterrent against conflict because states will not want to forgo the gains
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from trade by engaging in conflicts with economic partners. According to
liberals, institutions provide a venue for interaction that lowers transaction
costs, helps create expectations of future reciprocity and can create rules
and mechanisms to enforce them that help promote cooperation. Liberals
would see scope for ASEAN and economic integration to mitigate conflicts
between Southeast Asian states and with China.

There isa consensus in the literature that the safest international environment
for small states is one of great power equilibrium since it allows them to
secure benefits from all sides (Rothstein 1968, 34). In contrast, the most
challenging environments are those associated with the rise of great powers,
since they upset the equilibrium in the international system (Kennedy 1987;
Gilpin 1981; Allison 2017). Power transition theorists claim that ‘peace is
threatened when challengers seek to establish a new place for themselves in
the international order, a place to which they believe their increasing power
entitles them’ (Organski and Kugler 1981, 186). Here, conflict is triggered
not by the accumulation of resources per se, but the desire of a rising power
like China for an expansion of its political influence, military power, and
prestige. If rising powers have status quo interests, they can be integrated
into the existing order, but if they have revisionist interests, they cannot.
In the face of a rising China, the challenge for ASEAN states is to attempt
to shape China’s interests and actions so they accord with their own.

Pathways to political legitimacy

All leaders and regimes need some measure of legitimacy to remain in power
and assert authority. Legitimacy is often defined as:

the belief in the rightfulness of a state, in its authority to issue
commands so that the commands are obeyed not simply out of fear
of self-interest, but because they are believed to have moral authority.

(Alagappa 1995, 2)

The legitimisation of power relies on the conviction of the governed that
their government is principled, and they are duty-bound to obey it. The
perception that power is exercised for the benefit of the governed helps
soften the hard edges of inequality and subordination and justifies obedience
to the rulers (Alagappa 1995, 3). In the absence of such a conviction, there
can only be relations of power, not of authority. In practical terms, without
legitimacy, a government will need to increasingly resort to fear, repression
and violence to stay in power.
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Cheng-Chwee Kuik argues that there are three key routes to legitimation:
procedural, performance and particularistic (2021, 256). Procedural
legitimacy is produced through democraticelections, rule of law and attention
to social justice issues. Performance-based legitimacy is achieved through
economic development, state building and the successful management of
national problems. Particularistic narratives such as nationalism, identity
politics based on ethnic or religious appeals, and a leader’s charisma can
all be used to create legitimacy. Political leaders often use a combination
of different strategies simultaneously (257). They may make economic
policy choices based not only on a cost-basis calculation of what produces
economic gains, but also which policy choices bolster elites’ pathways to
legitimacy. Leaders may avoid policies that produce economic benefits if
they conflict with ideas of national self-determination, have disparate
impacts on different ethnic groups or otherwise carry negative legitimation
costs. Regarding ASEAN, overcoming regional tensions has often involved
persuading regional leaders to forgo the incentive to legitimate themselves
through divisive identity politics to create peace as a condition for economic
development.

The Cold War period to 1975:
Great power competition, regional
conflict and ASEAN’s creation

Overview

During the Cold War, competition between the communist and non-
communist blocs defined the international system. It was zero-sum and
took place across the ideological, economic and security domains, as well as
across the regional and domestic level. The United States, China and Russia
sought allies, fought adversaries and intervened in fragile regional states to
promote outcomes favourable to their blocs. Cold War politics exacerbated
regional tensions in Southeast Asia produced by historical animosities,
overlapping ethnic groups and divergent nationalist sentiments. ASEAN’s
creation in 1967 by five non-communist countries was a response to this
threatening environment, and an attempt to create a code of conduct to
manage regional conflicts. Regional peace was not simply an end but a means
to economic development and the prevention of great power intervention.
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As Southeast Asian leaders gained independence, they faced the decision of
what stance to adopt in the Cold War, a decision influenced by the presence
of domestic communist parties, often led by local Chinese populations
which were perceived as fifth columns for China. Thailand, the only
Southeast Asian country to avoid colonialism, allied with the United States
as did the Philippines. When Malaya and Singapore gained independence,
they oriented themselves with the West although security ties with Britain
enabled then to avoid the US alliance system. North Vietnam and South
Vietnam choose different sides. In contrast, Myanmar, Indonesia, Laos and
Cambodia all sought to maintain a non-aligned position.

Hopes that a non-aligned stance would protect them from great power
competition proved false, as both sides intervened in Southeast Asia in
ways that exacerbated tensions between regional states. Seeking to roll back
Chinese communism, the United States supplied Kuomintang (KMT)
troops in Myanmar through Thailand. Fearing the strong showing of the
Indonesian communist party in the 1955 elections, the United States and
Britain supported the Outer Island Rebellions in Indonesia from bases in
Singapore and the Philippines. The Soviet Union and United States both
intervened heavily in Laos and supported different sides in the Vietnam War.

As Southeast Asian leaders sought to build states and forge cohesive nations
out of pluralistic societies, they often legitimated themselves in ways that
triggered conflict with their neighbours. The ‘grand bargain’ that enshrined
Malay Muslim supremacy in Malaya in exchange for citizenship for its
Chinese population conflicted with Singaporean meritocracy (Van Grunsven
1992). Britain, believing an independent Chinese-dominated Singapore
state was unviable, crafted a merger between Malaya, Singapore and the
Borneo states of Sabah and Sarawak to create Malaysia in 1963. President
Sukarno, Indonesia’s charismatic founding father who legitimated his rule
through anti-imperialist nationalism, perceived the new Malaysian state as
a neocolonial project that threatened Indonesian impendence and launched
konfrontasi, a low-level war against it (see Weinstein 1969). Coming to the
defence of Malaysia, Britain and Australia ultimately stationed over 40,000
troops and a nuclear submarine in the area. Combined with Sukarno’s close
ties to China and the Soviet Union, this raised the risk that if the conflict
escalated, local states would become engulfed in a great power conflict
and lose control over their autonomy (MacMahon 1999). Illustrating the
intensity of ethnic conflicts, Malay elites kicked Singapore out of Malaysia
in 1965 during the height of konfrontasi.
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An attempted coup and countercoup in October 1965 ultimately led to the
replacement of Sukarno by anti-communist General Suharto, which created
the conditions for the ending of konfrontasi in 1966 and the creation of
ASEAN in 1967. ASEAN’s five founding members, Thailand, Malaysia,
Singapore, Indonesia and the Philippines, were now united by a common
perception of China as their primary external threat, communism
as an internal threat and a desire to promote economic development as a
mechanism to forge social cohesion and reduce the appeals of communism.
Development in turn required regional peace. Over time, these ideas would
be framed in concepts of comprehensive security and national resilience.
In contrast to realist idea that security comes from military alliances,
national resilience emphasised the internal, non-military dimensions of
security derived from economic and social development and domestic
political stability.

ASEAN's early leaders drew the following lessons from konfrontasi. First,
high levels of domestic political contestation within Southeast Asia’s
ethnically, religiously and ideologically diverse counties provided incentives
for political leaders to legitimate themselves through identity politics that
could trigger regional conflicts. Second, once regional conflicts started,
there was a risk that great powers would intervene, threatening state
sovereignty and regional autonomy. To promote regional stability, therefore,
leaders must exercise restraint and resist the temptation to stoke conflicts
with their neighbours for domestic political gains. They must also prevent
domestic problems from spilling over into neighbouring countries. Finally,
they must ensure that foreign bases and relationships with larger powers
are not used to subvert fellow ASEAN members. Regional stability was not
just an end, but also a means toward the twin goals of promoting economic
development and preventing great power intervention in Southeast Asian
affairs. ASEAN’s cardinal rules of non-interference in one another’s affairs
and respect for sovereignty are an outgrowth of these beliefs.

Despite common perceptions of threat, high levels of mistrust among
regional elites meant that ASEAN was purposefully created as a weak
organisation. There was no legal charter, formal institution or compliance
mechanism. Instead, ASEAN’s key decision-making body is the annual
meeting of foreign ministers, and decisions are made based on consensus,
effectively giving all members a veto over the organisation’s activities.

ASEAN’s creation did not signal the end of intramural conflicts between
its members.

185



186

AT THE BRINK?

The Philippines revived its claims to Sabah in 1968, leading Malaysia to
cut diplomatic ties and causing the cancellation of ASEAN’s annual foreign
ministers meeting. Singapore and Malaysia continued to contest water
rights and boundaries and engage in cross-border ethnic and religious barbs
but tempered these after the 1969 race riots in Malaysia highlighted the
danger. Lee Kuan Yew refused an appeal from Suharto to spare the lives of
two Indonesian soldiers captured during konfrontasi, and their execution
triggered protests against the Singaporean embassy and ethnic Chinese in
Jakarta. Suharto resisted demands that Indonesia retaliate, an important
demonstration of restraint from ASEAN’s largest member. Despite these
tensions, understanding and trust among ASEAN’s early leaders was
painstakingly built over time.

The Cold War period 1975-1989:
ASEAN'’s shift to collective action

Overview

In the 1975-1989 period, Cold War competition continued but its intensity
diminished, and its dynamics changed with the rapprochement between
the United States and China. Regional dynamics, not outside intervention,
created the greatest challenges for ASEAN, including the 1975 communist
victories in Indochina and Vietnam’s 1978 invasion of Cambodia, which
divided Southeast Asia into ASEAN and communist blocs. Southeast Asian
states increasingly used ASEAN as a diplomatic mechanism to respond
collectively to regional crises, marking the beginning of ASEAN agency
toward extra-regional actors. During this period, ASEAN’s economies
integrated into the global division of labour, helping transform Southeast
Asian countries from communist dominos to economic dynamos.

The 1969 Nixon Doctrine, that the United States would no longer fight
land wars in Asia, the British decision to retreat East of the Suez Canal,
the rapprochement between the United States and China and the 1973 US
withdrawal from Vietnam changed the nature of great power competition.
The withdrawal of the United States and Great Britain reduced the intensity
of superpower competition, but left their regional allies feeling abandoned.
The perception of threat among ASEAN members increased following the
1975 victory of communist forces in Indochina.
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The surprise US decision to normalise relations with China, the state
most ASEAN leaders perceived as their greatest threat, created pressures to
follow suit. China’s refusal to abandon support for ‘party to party’ ties with
Southeast Asian communist parties in exchange for diplomatic recognition
heighted suspicions among Southeast Asian leaders. Nevertheless, Thailand,
Malaysia and the Philippines established ties in the mid-1970s. Indonesia
had cut diplomatic ties with China in 1967 due its perceived complicity in
the 1965 coup. Singapore, aware that Indonesia would view its establishment
of ties with China as a threat, agreed at independence not to normalise
relations with China until after Jakarta had done so. Singapore’s deference
to Indonesian sensitivities on this issue is also emblematic of the type of
accommodation that Southeast Asian leaders hoped ASEAN would foster
as a way to reduce regional tensions.

ASEAN responded to these structural challenges with a series of institutional
innovations. ASEAN held its first leaders’ summit in 1976, at which the
attending leaders signed the Treaty of Amity and Cooperation (TAC),
which enshrined a regional code of conduct codifying ASEAN’s bedrock
principles of respect for sovereignty, peaceful resolution of disputes and the
renunciation of the threat or use of force. By making the TAC open to
accession by all Southeast Asian states, ASEAN leaders hoped that it would
provide the basis for a rapprochement with the countries of Indochina, but
that would take another two decades.

The massive exodus of Indochinese ‘boat people’, refugees travelling across
the seas, that washed up on Southeast Asian shores in the 1970s marked
ASEANs first major successful case of collective action (Rajendran 1985).
Initially, the arrival of boat people triggered conflict as countries like
Malaysia refused to let them land and towed them toward neighbouring
countries. Subsequently, Southeast Asian states lobbied the UN and other
actors for financial assistance as countries of first asylum, a commitment
by Western countries to offer permanent asylum and external pressure
on Vietnam to stem the flow. These requests were largely met and helped
resolve the problem.

To enhance the collective agency of ASEAN states with its Western allies
and trading partners, ASEAN created its first Dialogue Partnership with
Australia in 1974, followed by the United States and Japan in 1977.
ASEAN’s dialogue system provides more opportunities for Southeast Asian
leaders to meet with representatives of larger powers than they could secure
bilaterally. Initially, the Dialogue relationships focused on economic and
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technical assistance for ASEAN’s developing economies. The benefits
derived from these partnerships provide an incentive for ASEAN states to
manage regional and domestic politics in a stable manner.

ASEAN'’s response to Vietnam’s invasion
of Cambodia

Vietnam’s December 1978 invasion of Cambodia, which overthrew the
Khmer Rouge regime and brought Vietnamese troops to the Thai border
ushered in another period of Cold War tensions, but this time the roots of
the conflict were local and the great power dynamics were different. Rather
than the West versus the communist bloc, the United States and China were
aligned against the Soviet Union in the strategic triangle. Vietnam remained
allied with the Soviet Union but China, formerly a key supporter, backed
the Khmer Rouge and launched a border war against Vietnam. The United
States supported its Thai ally and cooperated with China against Vietnam.
Facing its most significant regional challenge, ASEAN members developed
a collective agenda to roll back the Vietnamese invasion, forge a Cambodian
coalition out of its fractious political actors, and secure external assistance to
implement the policy.

Stating that ASEAN had a collective agenda does not mean that all
members had identical interests or common external threat perceptions.
Indonesia and Malaysia disagreed with the policy of ‘bleeding Vietnam
white’” because they viewed China, not Vietnam, as the region’s key external
threat. But with Thailand’s sovereignty at stake, leaders in Jakarta and Kuala
Lumpur prioritised Thailand’s security and ASEAN cohesion despite their
fears that allowing China to support the Khmer Rouge forces through
Thailand would enhance China’s regional influence. The 1991 Paris Peace
Agreements that ultimately paved the way for a restoration of Cambodian
sovereignty under UN auspices were based largely on ASEAN’s agenda,
and members like Indonesia and Singapore played key roles in negotiating
them. The Cambodian agreement illustrates that while ASEAN could
successfully forge agreements to solve regional conflicts, implementing them
required external resources and support. Its successful diplomatic role in the
Cambodian case illustrates ASEAN’s capacity to resolve conflicts when its
members unite behind a common policy and raised ASEAN’s prestige as an
international actor.
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Economic integration

Economic development was a goal of all ASEAN states, who viewed it as
means to social and political stability and hence performance legitimacy.
In its first decade, ASEAN commissioned studies from the UN on the
potential for regional integration along EU lines. Given the wide disparity
in comparative advantage among ASEAN states, particularly Singapore’s
status as an ethnically Chinese financial and trading entrepot, proposals
for government-led integration would have solidified the existing economic
hierarchy between Southeast Asian states. This was politically unacceptable
to leaders who sought to move beyond their status as primary-producing
economies and industrialise. This was particularly true for Indonesia, where
any political decision that would have increased its economic dependence
on Singapore would have negative political consequences and threatened
the legitimacy of ruling elites.

Instead, the original ASEAN 5 economies integrated into the global division
of labour as Japanese, South Korean and Taiwan firms offshored key
industries as they moved up the global value chain.! Regional integration
was commercially driven, and although it may have produced a similar
economic hierarchy among Southeast Asian countries to the UN proposal,
it was politically more acceptable to regional leaders.

The post-Cold War era 1990-2016:
Economic integration and regional
institution building

Overview

The end of the Cold War, emergence of US hegemony and continued
rapprochement between the United States and China largely removed the
dynamic of great power rivalry in Southeast Asia during the 1990s and into
the 2000s. ASEAN launched a series of institutional innovations, expanding
ASEAN membership and creating new regional architecture. China’s
economic rise dramatically increased its trade and investment ties with
ASEAN partners and would ultimately transform Southeast Asia’s patterns

1 Brunei joined ASEAN upon independence in 1984.
2 See Katzenstein and Shiraishi (1997).
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of economic integration. As China’s power grew, it sought to expand its
sphere of influence as transition theorists would predict, particularly in
the South China Sea, in ways that threatened Southeast Asian maritime
countries, ASEAN cohesion and regional autonomy.

Regional reconciliation and conflict resolution
in Southeast Asia

To promote regional reconciliation, ASEAN expanded its membership to
Vietnam (1995), Laos (1997), Myanmar (1997) and Cambodia (1999).
This worked successfully in the case of Vietnam, which, after decades of war,
was diplomatically isolated, poor and eager to integrate into international
institutions and the global economy. One of the few remaining communist
regimes, Vietnamese leaders worried about a loss of ideological legitimacy
and shared the original ASEAN 5 view that economic development
was a key source of performance legitimacy. Finding significant benefits
to ASEAN membership, Vietnam abided by ASEAN norms and became
a strong ASEAN supporter.

Myanmar’s entry was much more problematic due to the ruling military
junta’s refusal to accept the 1990 electoral victory of the National League for
Democracy (NLD) and its brutal suppression of the opposition. ASEAN
admitted Myanmar in 1997 over strong objections by Western states,
which urged ASEAN to make its membership conditional on political
liberalisation. ASEAN argued it had no criteria for membership given the
political diversity of its members and resented Western interference in
ASEAN affairs. ASEAN members argued that engagement with Myanmar’s
junta, rather than isolation, would best incentivise political change. Rather
than abide by ASEAN norms of managing domestic affairs to avoid negative
externalities for its neighbours, Myanmar’s repression created huge outflows
of citizens to Thailand, among others.

In Cambodia, ASEAN membership originally scheduled for 1997 was
delayed until 1999 due to a coup by Prime Minister Hun Sen’s Cambodian
People’s Party (CCP), which ended an unstable power-sharing alliance with
the royalist party that had been in place since the 1993 UN-sponsored
elections. ASEAN’s long involvement in Cambodia made it reluctant to
admit the country in the middle of a power struggle despite its lack of
membership criteria.
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Hopes that incorporating the 10 states of Southeast Asia into a unified
bloc would strengthen ASEAN’s capacity to advocate for regional interests
with outside actors were disappointed. Western states refused to meet
with their Myanmar counterparts, forcing ASEAN members to choose
between having the West or Myanmar attend ASEAN meetings, or finding
creative solutions to ensure Western diplomats did not meet their Myanmar
counterparts. More broadly, the incorporation of what become known as
the CLMV countries (Cambodia, Laos, Myanmar and Vietnam), with very
different political histories, levels of economic development and domestic
legitimation methods, has made ASEAN cohesion more difficult.

Debating ASEAN’s role in conflict prevention,
management and resolution

ASEANs role in conflict prevention, managementand resolution is disputed.
Critics of ASEAN often call it nothing more than a talk shop. ASEAN
diplomacy is characterised by what has become known as the ASEAN way.
It includes a preference for informality, consensus over majority voting,
avoidance of legalistic procedures, preferences for non-binding resolutions
and a tendency to avoid contentious bilateral issues in multilateral
discussions (Acharya 2009, 79). Rather than resolve conflicts, ASEAN
often sweeps them under the rug, which means they can be ignited when
politically expedient. ASEAN has a formal dispute settlement mechanism,
but it has never been used.> When ASEAN states want to formally resolve
disputes, they have gone to the International Court of Justice (ICJ), as in the
Malaysia—Singapore dispute over Pedra Blanca, and the Indonesia—Malaysia
dispute over Sipadan and Ligitan. Proponents of ASEAN claim talking is
critical to conflict management and that ASEAN’s greatest achievement
is the lack of war between members.

Yet shots have been fired across borders with significant casualties when
political leaders sought to legitimate themselves through nationalist issues,
as in the Thai-Cambodian conflict over Preah Vihear temple in 2008-2013.
A 1962 ICJ ruling awarded the temple to Cambodia but made no decision
on the land surrounding it. At a time of intense political contestation
in Thailand, Thai opposition leaders accused the government of selling out
Thai national interests when it agreed to support Cambodia’s petition that

3 In 2019 ASEAN signed an Enhanced Protocol on Dispute Mechanism to strengthen the ASEAN

Economic Community.
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the temple be designated a UNESCO world heritage site in 2008. With
Cambodian leader Hun Sen facing elections, the dispute provided him
with a nationalist issue that he could use to galvanise support and both
sides mobilised troops along the border. Violence forced the evacuation of
thousands along the border and left scores of soldiers and civilians on both
sides dead and many more wounded (Murphy 2012). Indonesian Foreign
Minister Natalegawa, as ASEAN chair, negotiated a ceasefire, but the troops
were not withdrawn until 2013 when the ICJ ruled that some, but not
all, the land around the temple belonged to Cambodia and Thai troops
should withdraw.

Similarly, the Philippines still formally claims part of Sabah and in 2013
a group of approximately 200 Filipino militants invaded, creating a political
crisis for both the Malaysian and Philippine governments. Ultimately, the
militants were suppressed by military force that resulted in deaths on both
sides (Hamzah 2013). ASEAN’s conflict resolution process is based on
persuasion, which only works when parties to the conflict have reasons to
be persuaded. Many conflicts among Southeast Asian states have not been
formally resolved because doing so would negatively impact the legitimacy
of political elites. As long as governments refuse to formally give up claims
to disputed areas, they remain a potential source of conflict even if the
dispute remains dormant for extended periods.

ASEAN-led architecture in the broader Indo-Pacific

The benign post—Cold War environment allowed ASEAN to take the lead in
building regional institutions such as the ASEAN Regional Forum (ARF) in
1994 and the East Asian Summit (EAS) in 2005. International institutions
are normally created by great powers. In this case, tensions between larger
states such as Japan and China created an opportunity for Southeast Asia’s
smaller states to position ASEAN at the centre of regional architecture.
ASEAN centrality gives it influence over agenda setting, which enhances
the agency of Southeast Asian states vis-a-vis external actors.

ASEAN centrality in regional institutions means that they are run according
to the informal, process-oriented ‘ASEAN way’ of diplomacy rather than
a more legal, results-oriented manner. A key ASEAN objective in the early
1990s, given the lingering mistrust of China, was to engage Beijing, where
engagement is defined as ‘the use of non-coercive means to ameliorate the
non-status quo elements of a rising power’s behaviour’ (Schweller 1999, 14).
A prerequisite for membership in the EAS is the ascension to the TAC,
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which commits signatories to resolve disputes peacefully and renounce
the use of force. ASEAN hoped it could persuade China that its interests
were best served by abiding by the norms in the TAC. China’s comfort
with ASEAN’s informality often led ASEAN to push back against calls by
Western members for more concrete, action-oriented agendas. ASEAN
played an important role in overcoming the legacy of mistrust between
China and Southeast Asian states during the 1990s, which helped pave the

way for economic integration.

ASEAN economic integration

The developmental success of Singapore, Indonesia, Malaysia and Thailand
was lauded in the Japanese-funded 1993 World Bank study 7he East
Asian Miracle, which highlighted their ability to achieve economic growth
with equity and a dramatic increase in human welfare indices such as life
expectancy, literacy and access to clean water, food and shelter (World Bank
1993). Between 1960 and 1985, per capita income increased more than
four times in Singapore and more than doubled in the other three countries
(World Bank 1993, 2). Absolute poverty declined substantially across the
region. Indonesia saw poverty rates decline from 58 per cent in 1960 to 17 per
cent in 1990 while Malaysia experienced a drop from 37 per cent to 5 per cent
over the same period (4). Sound macroeconomic and export-oriented policies
and foreign direct investment (FDI) were key to economic growth, which
contributed to social stability and performance legitimacy (13).

Until the 1990s, ASEAN’s main contribution to economic integration had
been the regional stability it helped promote, the resources gained through
its dialogue partners and the sharing of best practices. In 1992, ASEAN
created the ASEAN Free Trade Area (AFTA). At the risk of oversimplification,
ASEAN’s role in promoting economic integration has traditionally been
eliminating tariffs and harmonising trade and other rules to attract FDI
consistent with concepts of open regionalism. None of the ASEAN countries
except Indonesia have sufficiently large markets or prospects for vertical
integration across industries but ASEAN does collectively. In recognition of
the economic disparities between the ASEAN 5 and the CLMV countries,
AFTA had a two-tiered set of commitments.

Shortly after being labelled economic miracles, Thailand, Malaysia and
Indonesia witnessed their currencies plummet and economies contract
severely during the Asian Financial Crisis (AFC) of 1997-1998. The loss
of economic performance legitimacy triggered political crises in all three
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countries. To stem the economic decline, Thailand and Indonesia turned to
the International Monetary Fund (IMF) for bailout packages and expected
US support. Instead, Washington failed to contribute to the Thai IMF
package, insisted that the IMF demand structural adjustment programs that
many contend deepened and prolonged the crises, and pressured Japan to
abandon proposals for an Asian Monetary Fund that would have provided
desperately needed funding to Southeast Asian economies.

The fallout from the AFC had many lasting impacts. First, it generated
resentment against Washington’s abandonment of Southeast Asian countries
and raised concerns about US commitment to Southeast Asia that continue
to this day. Second, it provided an opportunity for China to demonstrate
its intention to be a status quo actor by making its first ever contribution
to an IMF bailout to support Thailand. Third, it led to the creation of new
ASEAN economic initiatives with regional partners to prevent and respond
to economic crises such as the Chiang Mai currency swap initiative, the
ASEAN Plus Three and the ASEAN—China FTA (ACFTA). These initiatives,
combined with Chinas 2001 entry into the World Trade Organization
(WTO), hastened the trend toward the regionalisation of ASEAN’s economic

ties and a dramatic increase in its economic integration with China.

The AFC and Chinas WTO entry produced a new pattern of vertical
integration through supply chains that were increasingly centred on China
(Plummer 2009). FDI now flowed increasingly to China, so that flows to
ASEAN in 2005 were only half of those before the AFC (Plummer 2009, 38).
As China pursued export-oriented industrialisation, it became a competitor
in both foreign and Southeast Asian markets. The early harvest agreement
of the ACFTA devasted garlic producers in Thailand, and ACFTA’s 2010
implementation led to the hollowing out of certain low-tech industries in
Indonesia unable to compete with Chinese products. The increasing trend
of multinational corporations taking advantage of the regional division
of labour also lead to new investments in ASEAN given its geographical
proximity to China. The creation of the ASEAN Economic Community
(AEC) in 2015, which aimed to create a single market and production base,
was designed to attract those investments.

The 2008 global financial crises further accelerated economic integration
between China and Southeast Asia. As Western countries slid into recession,
China enacted the world’s largest fiscal stimulus package, equivalent
to 12.5 per cent of GDP, and loosened monetary policy (Nabli 2011).
The Chinese economy recovered and grew by 8.7 per cent in 2009 and
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by 10.4 per cent in 2010. As Western FDI shrank, this marked a turning
point in the growing significance of Chinese investments in Southeast Asia
that would accelerate following the 2013 announcement of the Belt and
Road Initiative (BRI). In the 15-year period from 2005 to 2019, Chinese
foreign investments in Southeast Asia grew twentyfold, although the EU,
Japan and the United States remained the three largest sources of FDI across
this period (Goh and Liu 2021, 3). Indonesia, Malaysia and Singapore
were the top three destinations, together accounting for 57 per cent of
total Chinese regional investments (8). Although the amounts are smaller,
Chinese investments was significantly more important to smaller mainland
Southeast Asian countries, accounting for 27 per cent of FDI in Cambodia
and 70 per cent in Laos between 2014 and 2018 (2). While the largest
volume and shares of Chinese investment go to diversified and advanced
economies, China’s status as the largest investor in Cambodia and Laos,
countries with fewer options, make them more dependent on China and
hence more vulnerable to political pressures (14).

China’s South China Sea claims threaten ASEAN
cohesion and reignite great power competition

As economic integration continued, China’s actions in the South China
Sea raised tensions, threatened ASEAN cohesion and reigniting great
power competition. Overlapping territorial claims to the Paracel (China
and Vietnam) and Spratly island chains (China, Taiwan, Malaysia, Brunei,
the Philippines and Vietnam) date back decades. In 2002, ASEAN and
China signed the Declaration on the Conduct of Parties in the South
China Sea (DOC), which affirmed the signatories’ commitment to the UN
Convention on the Law of the Sea (UNCLOS), the TAC and their resolve
to settle the disputes without the threat or use of force (ASEAN 2012). The
DOC was not an attempt to resolve the underlying conflicts, but to create
the conditions conducive to future conflict resolution.

China’s 2009 publication of its 9-dash line and claims of ‘indisputable
sovereignty’ over 90 per cent of the South China Sea, including parts of
Indonesia’s Natuna island exclusive economic zone (EEZ), was a watershed
moment. China’s claims are inconsistent with UNCLOS and represent an
attempt to privatise legally recognised international waters. All Southeast
Asian claimants have protested China’s claims in the UN. China’s subsequent
construction and militarisation of artificial islands, its emergence as the
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world’s largest naval power and its willingness to use military force in pursuit
of its claims threaten the sovereignty and sovereign rights of Southeast Asian
maritime states.

Vietnam and the Philippines bore the brunt of Chinese maritime assertiveness
and sought support from their ASEAN partners. At the 2010 ARF meeting,
Vietnam used its position as ASEAN chair to marshal support to oppose
China’s claims. China lobbied ASEAN not to raise the South China Sea
issue, arguing that maritime disputes should be resolved bilaterally without
participation by outside actors, a formula that strengthens China’s bargaining
position given size asymmetries. In the end, 12 of the 27 delegations at
the ARF defied China, including US Secretary Clinton who stated that the
United States had a ‘national interest in freedom of navigation, open access
to Asia’s maritime commons, and respect for international law in the South
China Sea’ (Landler 2010). Blindsided by the coordination between the
United States and ASEAN, Chinese Foreign Minister Yang Yiechi reminded
ASEAN that China was a big country and Southeast Asian countries were
small ones (Storey 2010).

In 2012, China seized Scarborough Shoal, a chain of reefs within the
Philippines EEZ. At the 2012 ASEAN Summit under Cambodian
chairmanship, the Philippines pressed for a strong condemnation of China’s
actions in ASEAN’s joint statement. Cambodia — reportedly after conferring
with Chinese officials — refused and announced that ASEAN would not
issue a joint statement for the first time in 45 years, something Indonesian
Foreign Minister Marty Natalegawa called ‘utterly irresponsible’ (Stearns
2012). In this case, Cambodia failed to prioritise its ASEAN partner and
acted in China’s interest instead, preventing ASEAN from supporting
a member on a critical national issue.

Recognising that neither ASEAN nor its American ally could protect Philippine
interests, Manilla filed a dispute with the UNCLOS arbitral commission.
China refused to participate in the legal proceedings and retaliated against
Manilla by placing a series of boycotts on Philippine goods. China’s use of
economic coercion against the Philippines was meant not only to punish
Manilla, but also to deter other ASEAN members from challenging China’s
interests. When the UNCLOS tribunal ruled in the Philippines’ favour in
2016, China stated that it would ignore the ruling. By 2016, therefore, China
had signalled both its intent and capacity to use military force to assert its
interests in ways that threaten ASEAN maritime states, violate UNCLOS and
the commitments it had made in the DOC and TAC.
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China’s claims to the South China Sea and its construction and militarisation
of artificial islands threaten freedom of navigation, a right enshrined in
UNCLOS. China’s control over the South China Sea gives it the potential
to impose an anti-access area denial strategy that could prevent the passage
of commercial and military ships. To register its opposition to Chinese
claims and support for UNCLOS, the United States and Japan, among
others, have engaged in freedom of navigation exercises (FONOPs). China
has increasingly retaliated against FONOPs, raising the risk of a military
clash. Contestation over the South China Sea has therefore helped reignite
competition and draw great powers into Southeast Asia, threatening
regional autonomy.

The return of great power competition
in Southeast Asia: 2016-present

Overview

Since 2016, great power competition in Southeast Asia has intensified and
become increasingly zero-sum. The COVID-19 pandemic exacerbated this
competition as the Trump Administration blamed China for its origins,
and the subsequent curtailment of global trade illustrated vulnerabilities in
supply chains. Strategic competition has extended to the economic domain
where Western de-risking strategies and China’s moves toward self-sufficiency
create challenges for Southeast Asian states. Sino—US competition is also
weakening ASEAN cohesion and centrality and making it difficult to resolve
intramural conflicts like the 2021 Myanmar Coup. The ASEAN Outlook
on the Indo-Pacific (AOIP) illustrates the limits of ASEAN capacity to

promote its vision of an inclusive, peaceful regional order.

Economic integration and threats of decoupling

Southeast Asia has extensive ties with both China and the United States.
Since 2009, China has been ASEAN’s largest trading partner collectively and
today it is the largest trading partner of all 10 members (ASEAN n.d.). The
United States ranks second, but its trade of US$364 billion is approximately
half of Chinas US$669 billion (ASEAN 2021). The United States and
China are both critical trading partners, but they play different roles.
China’s centrality to regional supply chains means it is a key source of
imports for Southeast Asian countries, particularly capital and intermediate
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goods. However, the propensity of China to import from ASEAN is lower,
and as a result ASEAN’s trade deficit with China grew from US$15 billion
in 2011 to US$107.7 billion in 2021. In contrast, despite having a smaller
trade volume with the region, the United States is a vital export market
for ASEAN. In 2021, ASEAN’s trade surplus with the United States was
US$145.9 billion (Sue-Ann 2023).

The United States leads ranks as leading investor, with US investments
rising by 41 per cent in 2021 to US$40 billion, while Beijing’s investments
rose by 96 per cent to nearly US$14 billion (ASEAN 2022). However,
according to the Lowy Institute’s Power Index, China has now become the
top FDI investor in seven of the 10 ASEAN member states, including Laos
and Cambodia, as discussed earlier. China is the top FDI investor in three
of ASEAN’s larger economies, including Indonesia where China accounted
for 20 per cent of FDI inflows into the country cumulatively from 2012
to 2021. China contributed 28.5 per cent of FDI flows to Malaysia and
22.2 per cent to the Philippines over the same period. Japan was the largest
source of FDI for Thailand with 38.8 per cent, the United States contributed
26.8 per cent for Singapore and South Korea contributed 22.9 per cent
for Vietnam (Landler 2010). FDI into Southeast Asia, therefore, is very
diversified for the region’s larger, more dynamic economies and less so for
the smaller, less developed ones. The importance of FDI to Southeast Asian
GDP varies tremendously, ranging from 26.6 per cent in Singapore, the
region’s most open economy, to 1.8 per cent in Indonesia, its most closed,
as illustrated in Table 6.1.

Table 6.1: Southeast Asia’s diverse economies.

Southeast Asian | GDP US$ GDP per capita Trade Foreign direct
countries dependence |investment
Singapore 396.99 billion | 72,794.0 thousand | 338% of GDP | 26.6% of GDP
Vietnam 366.14 billion | 3,756.5 thousand |186% of GDP | 4.3% of GDP
Cambodia 29.96 billion |1,786 thousand 174% of GDP | 11.9% of GDP
Malaysia 372.98 billion | 11,109.3 thousand | 131% of GDP | 5.0% of GDP
Thailand 505.95 billion | 7,066.2 thousand | 117% of GDP | 2.4% of GDP
Philippines 394.09 billion | 3,460.5 thousand | 64% of GDP |2.7% of GDP
Indonesia 1.19 trillion 4.332.7 thousand | 40% of GDP | 1.8% of GDP

Source: World Bank, n.d., data.worldbank.org/indicator/NETRD.GNFS.ZS.
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For Southeast Asian states integrated with China and the West, the threat
of decoupling is worrying. The annual State of Southeast Asia Survey in 2023
included ‘fears of Sino—US decoupling’ among the eight issues that it asked
respondents to rank as the top threats facing the region. Respondents ranked
it fifth, below unemployment and economic recession, climate change,
increased military tensions and widening socioeconomic gaps, but above
domestic political instability, deteriorating human rights conditions, and
terrorism. The fact that respondents ranked economic issues and climate
change as their top five regional threats illustrates the comprehensive way
ASEAN elites have long viewed economic and security issues.

Southeast Asian perceptions of China

China is perceived by a high percentage of Southeast Asian elites as the
region’s most influential economic actor. In 2023, however, that percentage
dropped to 59.9 per cent, a significant decline from 2022 when the figure
was 76.7 per cent, a drop presumably caused by Chinas pandemic era
border closures and its impact on economic activity. However, 64.5 per cent
of Southeast Asians worry about China’s growing regional influence while
only 35 per cent welcome it (Seah et al. 2023, 27).

Southeast Asian elites also perceive China as the country with the most
political and strategic influence in the region. According to the 2023 survey,
41.5 per cent perceive China as the region’s most influential strategic actor
compared to 31.9 per cent for the United States and 1.9 per cent for
Japan (Seah et al. 2023, 27). Consistent with the worries about China’s
economic dominance, 68.5 per cent of respondents who viewed China as
the region’s most strategic power worried about its growing influence while
only 31.5 per cent welcomed it. These survey results indicate that economic
integration has not ameliorated Southeast Asian security concerns as liberals

would have hoped.

Southeast Asian elites see few prospects for an improvement in ties with
China. When asked why, 38 per cent cited ‘China’s interference in my
country’s domestic affairs (including over the ethnic Chinese citizens in
my country)’ and 33 per centcited ‘China’s use of economic tools and tourism
to punish my country’s foreign policy choices’ (Seah et al. 2023, 40). When
asked what China could do to improve relations with their country, 58.9 per
cent stated that ‘China should resolve all maritime disputes peacefully and
in accordance with international law’; 54.2 per cent said that ‘China should
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respect my country’s sovereignty and not constrain my country’s foreign
policy choices’ and 47 per cent state that ‘China should make bilateral trade
mutually beneficial by addressing trade imbalances’ (41).*

Assessing ASEAN agency and its limits: The AOIP
and Myanmar

ASEAN promulgated the AOIP in 2019 in response to rising great power
competition in the Indo-Pacific. As the AOIP’s opening paragraph states,
the region is experiencing dynamic economic growth and geostrategic shifts
that create opportunities to alleviate poverty and elevate living standards
but also challenges, such as avoiding the deepening of strategic mistrust,
miscalculations and zero-sum patterns of behaviour (ASEAN 2019). Like
many ASEAN initiatives, it articulates the interests of ASEAN’s member
states and is designed to influence the discourse and behaviour of outside
powers so that they are more in accord with ASEAN interests. The AOIP
outlines ASEAN’s interests in an Indo-Pacific that is open, inclusive and
a region where sovereignty, ASEAN centrality and UNCLOS are respected.
ASEAN’s emphasis on an ‘inclusive’ region was directed at China’s efforts
to dislodge the United States from Asia and US efforts to contain China.
One way to evaluate the AOIP is to assess whether it has influenced
the discourse or behaviour of outside states. China has long opposed the
Indo-Pacific concept since it includes countries like the United States and
Australia. China favours ‘Asian’ visions of regional order that exclude them.
In deference to ASEAN, however, China’s official position supports the
AOIP as ‘ASEAN’s independent initiative’, illustrating Chinese fears that
ASEAN might align with the West (ASEAN 2023).

In response to the AOIP, the US Indo-Pacific strategy now calls for an
‘inclusive’ region. The Vision Statement from the 2022 ASEAN-US
Summit states that the US strategy and AOIP share ‘fundamental principles
in promoting an open, inclusive, and rules-based regional architecture’
(White House 2022a). The AOIP has also influenced the Quadrilateral
Security Dialogue (Quad) linking Australia, the United States, India and
Japan. In 2022, the Quad leaders renewed their commitment to an Indo-
Pacific that is inclusive, and affirmed, ‘our unwavering support for ASEAN

4 The percentages do not add up to 100 per cent because respondents were asked to choose three
responses out of five answers.
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unity and centrality and for the practical implementation of the ASEAN
Outlook on the Indo-Pacific’ (White House 2022b). Therefore, the AOIP
has impacted the discourse of outside actors.

Evaluating the impact of the AOIP in changing behaviour of outside actors
in its four priority areas—maritime cooperation, connectivity, United
Nations Sustainable Development Goals (SDGs) and economics—is
difficult. These areas are so broad and ASEAN partners have a history of
collaboration in them, so any cooperative effort can be branded as AOIP’
cooperation. Indonesia will host the ASEAN-Indo-Pacific Forum (AIPF)
during the 2023 ASEAN Summit meetings, which it envisions as a platform
for the public and private sectors of ASEAN states and partners to collaborate
on concrete projects to help implement the AOIP. The AIPF will focus on
green infrastructure, resilient supply chains, digital transformation, creative
economy, and sustainable financing (Indonesian Ministry of Tourism
2023a). Concrete proposals arising out of the AIPF will be examples of
AOIP influence.

Working to enhance SDGs, economic development and connectivity
(at least among ASEAN states) is easier than devising proposals for maritime
cooperation because they are less tightly connected with Sino—American
rivalry. Given the importance of maritime issues as a driver of conflicts in
Southeast Asia, however, it is important to assess whether the AOIP has
influenced the maritime behaviour of outside actors while acknowledging
that it is more challenging than other AOIP priorities.

The AOIP has not changed China’s maritime behaviour. China is
increasingly using grey zone activities to harass regional fisherman and
confront regional naval forces. China maintains a near constant presence in
oil-rich waters to convince international energy companies that the costs of
exploration are too high, thereby denying Southeast Asian countries their
ability to exploit resources.

ASEAN has therefore been unable to resolve conflicts or constrain Chinese
behaviour in the South China Sea. Engagement with China has not
ameliorated its revisionist tendencies, and ASEAN has no mechanism to
hold China accountable to its commitments in the DOC, while negotiations
on a binding code of conduct have failed to come to fruition after years of
negotiations. ASEAN’s ability to act collectively is predicated on ASEAN
cohesion, but since 2012 Cambodia has chosen to prioritise the interests of
its Chinese benefactor over its ASEAN partners. Rather than help ASEAN
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become a bulwark against great power intervention in Southeast Asia,
Cambodia became a conduit for China. Mainland Southeast Asian states
with no claims to the South China Sea are fearful of taking positions China
opposes for fear of retaliation, rendering ASEAN relatively powerless on
this issue.

The impact of the AOIP on changing the behaviour of the Quad is clear
since it has undergone a significant evolution since 2017. No longer just
a dialogue, the Quad has promoted a series of concrete initiatives on
health, climate change, emerging technologies, infrastructure and supply
chain resilience, all areas of AOIP cooperation (ASEAN 2019). The Quad
has announced the creation of the Indo-Pacific Partnership for Maritime
Domain Awareness, which will use satellites and artificial intelligence to
disseminate real-time data on the movement of ships to enhance the capacity
of regional states to combat illegal fishing, trafficking and smuggling, all
AOIP objectives (Cooper and Poling 2022). It can be argued that the
transformation of the Quad into a provider of regional public goods in
priority areas of the AOIP is an example of ASEAN agency.

ASEAN views on the Quad have become more positive. Despite concerns
that the Quad may undermine ASEAN centrality, 50.4 per cent of ASEAN
respondents agree or strongly agree that the strengthening of the Quad will
be constructive for the region (Seah et al. 2023, 32), while 37.8 per cent of
respondents believe that cooperation with the Quad will be complimentary
to ASEAN efforts (32). Therefore, there is a potential for like-minded
ASEAN states to work with Quad members to help implement the AOIP.

In a potentially historic announcement, Indonesia as ASEAN chair
announced that the group would hold its first ever naval drill in the Natuna
islands in September 2023 to ‘reinforce ASEAN centrality’ amid the ‘high
risk of disaster in Asia, especially Southeast Asia’ (Heydarian 2023). Indonesia
initially proposed holding the exercises in waters where China’s claims
overlap with Indonesia’s Natuna island EEZ. After Cambodia expressed
reservations about participating and argued that the location would upset
China, the naval drill has been moved outside of the contested waters.

Indonesia and others are clearly attempting to signal opposition to China’s
maritime claims and actions. For maritime Southeast Asian states, their
inability to prevent Chinese encroachment on their territory compromises
nationalist performance legitimacy. Many Southeast Asian nations have also

felt uncomfortable with the FONOPs undertaken by the United States,
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Japan and others since they escalate competition. Asserting ASEAN centrality
through a joint naval exercise therefore may also reduce the perceived need
of outsiders to conduct FONOPS (Marciel 2023). If the initial drill was
successful and ASEAN drills became more routine, then the need for the
United States and others to conduct FONOPS would be reduced.

ASEAN'’s role in conflict resolution: The 2021
Myanmar coup

The February 2021, the Myanmar military coup against an NLD government
that had just won an overwhelming electoral victory created a critical
challenge for ASEAN. ASEAN leaders convened a special summit meeting
in Jakarta in April 2021 at which the junta leader agreed to a Five Point
Consensus to resolve the crisis, including an immediate end to violence, and
dialogue among all parties. The junta has not only failed to implement the
consensus, but also launched a brutal crackdown against the opposition that
has morphed into a civil war. ASEAN responded by disinviting Myanmar
leaders to high-level meetings, where the Myanmar chair is kept empty, and
sending envoys to persuade the junta to take steps toward reconciliation.

These efforts have failed.

In contrast to ASEAN norms that members should promote economic
development, and limit appeals to identity politics to promote national
resilience, the Myanmar military has done the opposite. Myanmar’s 2010
political opening was motivated in part by a desire to integrate into the
regional economy, which required the lifting of Western economic sanctions.
The conflict triggered by the coup, however, led the economy to contract
31 per cent in 2021 before growing 3 per cent in 2022. During its short
democratic era, political elites in multi-ethnic Myanmar mobilised popular
support by promoting a militant Buddhist nationalism that targeted the
country’s Muslim Rohingya population, leading to the exodus of at least
650,000 refugees in what the UN has called a genocide. Utterly lacking
in either performance or procedural legitimacy, the junta must rely on the
use of force to retain power, and its ability to secure weapons from Russia
among others has enabled it to continue its brutal repression and resist
ASEAN efforts to promote reconciliation.

ASEAN unity on Myanmar has been fraying after two years of unsuccessful
attempts to resolve the conflict. ASEAN is split between more authoritarian
regimes, which contend ASEAN should abide by its non-interference
principle, and more liberal ones, which advocate greater pressure on the
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junta. Some ASEAN members have advocated letting Myanmar return to
the ASEAN fold, something that liberal members have opposed due to the
legitimacy it would confer on the junta. Over 20 per cent of elites in Brunei,
Indonesia, Malaysia, the Philippines and Thailand think ASEAN should
utilise harsher measures again the junta and 13.7 per cent overall think
Myanmar should be expelled. In contrast, over 40 per cent of Laotian and
Cambodian respondents advocate non-interference. The Myanmar coup
has not only revealed ASEAN’s limits to resolve regional conflicts but is also
creating disunity that weakens the organisation.

ASEAN'’s weak institutional structure impedes
conflict management and ASEAN centrality

ASEAN’s weak institutional structure impedes its efforts to manage
intramural tensions and to influence outside actors. ASEAN has a secretariat
headed by a Secretary General with no independent authority to speak
or act on the organisation’s behalf. Decision-making power remains fully
vested with the governments of its members and the consensus decision-
making rule gives each member a veto over ASEAN actions. Hopes that the
2007 adoption of the ASEAN Charter would strengthen the organisation
have been disappointed.

Indonesia announced that strengthening ASEAN’s institutional capacity
and effectiveness was a key priority for its 2023 chairmanship and many
hoped it would be able to push through institutional reforms as it has in the
past (Indonesian Ministry of Tourism 2023b). ASEAN has no mechanism
to suspend or expel a country like Myanmar. Proposals that the Charter
be revised to include such provisions and to change the consensus voting
requirement have reportedly been rejected. To date, there have been no
changes to ASEAN’s institutional structure under Indonesia’s chairmanship.

ASEAN centrality — ASEAN members host most of the region’s major
diplomatic meetings — is a source of influence over outside actors and
maintaining it is a key ASEAN objective. ASEAN members use its agenda-
setting role to promote their priorities to their counterparts from outside
Southeast Asia, which gives ASEAN some influence over the terms on
which great powers engage in the region (Connelly 2022). This is a source
of agency for a diverse collection of small and medium-sized countries
that might otherwise be passive objects of great power diplomacy. ASEAN
meetings also create opportunities for bilateral side meetings with outside
actors that members would not otherwise have.
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ASEAN centrality is currently being challenged by initiatives from both the
West and China. The Quad and AUKUS (the trilateral agreement between
Australia, the United Kingdom and the United States), according to one
expert, are results-oriented initiatives that represent a vote of no-confidence
in process-focused ASEAN (Bisley 2022). Similarly, China’s Lancang-
Mekong Cooperation Initiative, its BRI Summits and its Global Security
Initiative aim to incorporate countries into Sinocentric multilateralism.
A decline in ASEAN’s importance to outsiders could mean a decline in
ASEAN’s importance to its members, which would further weaken it.

Southeast Asian elites increasingly worry that rather than serving as a
bulwark against great power competition, ASEAN will become a venue
for it. According to the 2023 State of Southeast Asia Survey, 73 per cent
of respondents believe ASEAN is becoming an arena of major power
competition and fear that its members may become major power proxies
(Seah et al. 2023, 10). Regional elites are disappointed with ASEAN’s
effectiveness, with 82.6 per cent of respondents saying that the organisation
is ‘slow and ineffective, and thus cannot cope with fluid political and
economic developments’ (10). The sense that ASEAN is simply reactive to
external developments, unable to effect change, and becoming irrelevant
in the new world order is felt strongest by Vietnam, at 93.4 per cent, and
Singapore, at 89.9 per cent. In sum, the people with the largest stake in
ASEAN are worried about its ability to play an effective role in promoting
regional order.

Conclusions and prospects for the future

This chapter has illustrated that ASEAN and a desire for economic
development have played important roles in managing tensions between
Southeast Asian states. A shared belief in the importance of economic
development to socio-political stability and security have created strong
incentives for Southeast Asian leaders who subscribe to these tenets to
manage tensions. ASEAN, however, has no independent agency over its
members. Instead, its agency comes from the willingness of its members
to abide by ASEAN norms, privilege the interests of ASEAN partners over
external actors and resolve disputes peacefully. When these conditions do
not hold, as with Myanmar, ASEAN is ineffective in managing tensions.
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ASEAN and economic integration also played an important role in
mitigating tensions between Southeast Asia and China in the 1990s and
early 2000s, as liberals hoped. However, as realists would predict, as China
has become more powerful it refuses to be bound by ASEAN rules. Instead,
it is seeking to shape the regional environment in its interests by pursing
its maritime claims and incorporating Southeast Asian states into a more
exclusive, Sinocentric order. Southeast Asian leaders recognise China as
the region’s leading economic and political power, but do not welcome
its influence, illustrating the economic integration has not overcome
security concerns.

What lessons does this analysis hold for the future?

ASEAN is increasingly unable to act collectively vis-a-vis outside actors due
to a lack of cohesion. ASEAN is divided along a series of distinct fault lines.
First, the geographic one between mainland and maritime Southeast Asia,
which roughly correlates with a second fault line in levels of development
between the wealthier, original members and their CLMV counterparts, as
illustrated in Table 6.1. Geographic proximity to China, size asymmetries
and lower levels of development make Myanmar, Laos and Cambodia
more dependent on China economically and hence more susceptible
to its political influence. On the South China Sea, Vietnam aligns with
ASEAN’s maritime states, but Hanoi’s sensitivity about external political
pressure means that on political issues like Myanmar it aligns with Laos and
Cambodia. Today, Laos, Cambodia and Myanmar are increasingly falling
into China’s sphere of influence. In contrast, Southeast Asia’s maritime
countries are pursuing more intensive security cooperation with Western
countries. ASEAN cohesion is therefore undermined by a series of cleavages
and divergent orientations of its members toward great powers.

Given Southeast Asian concerns over ASEAN’s effectiveness, is it possible
to envision ASEAN innovating institutionally? In the absence of a black
swan event, or significant changes in the domestic politics of ASEAN
states, it is difficult to envision ASEAN reform. Indonesia’s proposal for an
ASEAN naval drill and Cambodia’s opposition to it illustrate the challenges.
For innovation to occur, ASEAN must formally abandon its consensus
rule, informally agree to act in the absence of consensus as ASEAN-X,
or members must change their policy positions, something most likely to
occur in response to domestic political change. For example, the new Phua
Thai—led government in Thailand has criticised its predecessor’s engagement
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with the Myanmar junta. A transition away from the military government
in Myanmar and the CCP in Cambodia could usher in changes, but it
is difficult to imagine that occurring in the short term. ASEAN’s role in
promoting regional order will therefore likely decline in the face of rising
Sino—American competition. As a result, ASEAN centrality may decline as
well, as illustrated by the absence of Xi Jinping and Joe Biden from the 2023
ASEAN Summit meetings.

Substantive cooperation on functional issues is therefore likely to occur
in minilateral groupings of ASEAN members, at times in concert with
outside partners. In the maritime domain, this already occurs in trilateral
cooperation between Indonesia, Malaysia and the Philippines in the Sulu
Sea patrols, Indonesias expansion of its bilateral Garuda Sheild naval
exercises with the United States to a multilateral ‘Super Garuda Shield” and
Philippine trilateral exercises with Japan and the United States, and it can
be envisioned with the Quad (US Embassy Jakarta 2023). It is important
to note that an expansion of security ties does not equate with ‘choosing
sides’ amid great power rivalry. Instead, these are policies made in pursuit of
national security interests. At the same, they indicate an alignment on the
values that should underpin regional order, such as ASEAN’s longstanding
commitment to sovereignty and UNCLOS.

ASEANs role in promoting economic integration may be relatively more
successful, despite external pressure about decoupling. In contrast to zero-
sum security dynamics, there is much greater scope for collaboration in the
economic domain. All ASEAN states have an interest in enhancing economic
prosperity and will attempt to devise policies to further the AEC’s goal of
transforming ASEAN into a single market and production base to facilitate
trade and attract investment. Moreover, Southeast Asia’s importance to
vital economic sectors such as microchips, critical minerals and electronic
vehicles gives it potential leverage over China and the United States. Many
trade and investment decisions are made by private sector actors, who are
not as constrained by geopolitical considerations as states and will be more
influenced by the attractiveness of economic opportunities in ASEAN.

The need for economic performance legitimacy, and China’s importance to
that end, gives Southeast Asian states a keen incentive to continue economic
integration with China despite concerns about its influence. For ASEAN’s
maritime states, China’s dual status as a source of prosperity and a security
threat poses a dilemma. China has been an issue in recent Malaysian and
Indonesian elections, illustrating the risk that close economic ties with
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Beijing can be politicised when it threatens territorial integrity. Whether
there are opportunities for the more developed Southeast Asian states to
take advantage of the current economic competition to diversify and de-risk
their own trade and investment relationships to reduce this risk is unclear.

No Southeast Asian state wants to make a binary choice between China and
the United States. Instead, regional leaders will navigate a more complicated
set of functional areas in pursuit of national interests and choose those
options that enhance their domestic legitimacy. These decisions in turn will
influence the shape of regional order. As one regional expert recently argued,
‘regional order begins and ends with domestic legitimacy’ (Laksamana n.d.).
Like-minded Southeast Asian states with similar conceptions of the path
to political legitimacy derived from economic development, social stability
and regional autonomy will continue to collaborate on policies to achieve

these ends even if a lack of ASEAN unity makes that process more difficult.
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