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CHAPTER 1

......................................................................................................

THE INTERNATIONAL RELATIONS
OF ASIA

......................................................................................................

SAADIA M. PEKKANEN, JOHN RAVENHILL, AND
ROSEMARY FOOT

THis Handbook is about the theory and practice of the international relations of Asia.
It concentrates on the countries that are pivotal to understanding Asia’s role in global
and regional politics, as well as the processes that are responsible for the particular
characteristics of the region’s international relations. The Handbook has three main
goals: it is intended as a contribution to theorizing about the international relations of
Asia; as a useful resource for scholars and practitioners interested in particular themes,
countries, or regional groupings important to understanding the international rela-
tions of Asia; and, in its comprehensiveness, as a vehicle for generalizing about the
international relations of Asia as a whole.

To realize these goals we need first to make clear what we mean both by the ana-
lytical content of international relations (IR) and by the geographical scope of Asia.
We approach the IR of Asia by offering three distinct foci to uncover the patterns that
emerge from the political-economic, security, and social interactions among countries.
We examine (a) the foreign relations and policies of specific countries or sets of coun-
tries; (b) the relations of countries or sets of countries both within a particular region
and with the rest of the world; and (c) the institutions and networks of relations that
emerge from a focus on particular, thematic, issues. By “Asia” we mean the actors and
societies in the dominant, middle, and smaller countries in Northeast Asia, Southeast
Asia, South Asia, and Central Asia.

We recognize, however, that regions are social constructions and that no clearly
defined geographical boundaries exist between, for instance, South Asia and the Middle
East. Larger powers are likely to exert influence in more than one geographical region.
We inevitably give more extended treatment to some subregions and countries than
others, a pattern that has long dominated IR theory more generally as well as the schol-
arship on the IR of Asia. In particular, we focus on the region’s dominant countries,
which are defined by their relative economic and political power, the central role that
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they play in transitional processes, their level of connections with others in the wider
region, and the influence of the norms and ideas that they promulgate. China, India,
Japan, and the United States are the region’s dominant powers and often are prominent
in our contributors’ discussions. But we do not neglect the middle and smaller powers
in the region acting unilaterally or through the regional organizations and networks
that embody many of the norms that act as ordering frameworks for the region.

These broad analytical and geographical foci accord well with one of our prime objec-
tives, which is to help encourage a stronger relationship between IR theory and the
study of Asian foreign relations. Like others, we believe IR theory to be incomplete as
a result of its general lack of engagement with the Asian experience of global politics,
and the raiding rather than absorbing of the area studies literature that experience has
spawned (Johnston 2012). The gaps in existing conceptualizations reinforce the need for
a work that focuses more comprehensively on the key features of international relations
in the region: on the foreign economic and security policies of crucial individual coun-
tries, on regional groupings, and on thematic issues of central importance in Asia today.
Although we set out to make the Handbook as comprehensive as possible, we readily
acknowledge that it needs to be complemented by more specialized volumes on specific
Asian countries and subregions if we are to bring contemporary Asia more fully into IR
debates.

Against this backdrop, the contributors in the Handbook draw on several different
analytical perspectives and scholarly traditions. While some of our scholars rely more
heavily on one of the dominant theoretical approaches in the field, several others prefer
an eclectic approach to theorizing that does not rely exclusively on any one theoretical
paradigm (Katzenstein and Sil 2008). What stands out above all in this Handbook is
that in applying different theoretical perspectives to particular episodes and relation-
ships, the individual chapters strongly underline the importance of a dialogue between
theory and empirical realities.

The dialogue in the Asian region has occurred in the context of some of the most dra-
matic transitions to be found anywhere in the world. In the period since 1945, Asia has
gone through atleast four major transitions, some of which not only overlap in time but
are also ongoing: (a) the process of decolonization and the consequent search for state
consolidation and state identity; (b) the movement from being the site of the Cold War
era’s two major hot wars—in Korea and Indochina—to a region that has experienced
long periods of interstate peace, yet one that is increasingly marked by contentious his-
torical legacies, territorial disputes, and military tensions; (c) the transformation from
the economic devastation wrought by global and regional wars, together with later
financial crises, to a situation where Asia is becoming the recognized center of grav-
ity in the world economy; (d) the tectonic regional shifts caused by the resurgence of
China, which has transformed itself from being a relatively isolated state at the begin-
ning of Reform and Opening in late 1978 to being a state with a central role in regional
and global affairs.

This chapter serves as a gateway to the Handbook. We focus attention below on
four major questions that both frame and also draw together the findings from our
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contributors. The questions are centered on the contemporary characteristics of
Asia: what they are, whether they are unique to this region, how to explain them, and
what they portend for future trajectories. We take up these four questions in succes-
sion below, using them also to generalize about our authors’ findings. We conclude by
assessing what we think are the major lacunae in the study of the IR of Asia and the
most promising avenues for future research.

1.1. WHAT ARE THE CONTEMPORARY
CHARACTERISTICS OF THE ASIAN REGION?

As much of the past scholarship on the region has noted, Asia is marked by its hetero-
geneity (e.g., see Beeson and Stubbs 2012; Shambaugh and Yahuda 2008). Nevertheless,
we identify several central characteristics of contemporary Asia, seeking to synthesize
what we see as the commonalities across all of the contributions in the Handbook. In
doing so, we also reference many of the core analytical debates in IR.

First, we reinforce what has long been argued about the region: that it is state-
centered, and the traditional norms of state sovereignty tend to be jealously guarded
across most issue-areas. The centrality of the state thus continues to be alive and well
across all Asian countries and seems long likely to remain so. Anticolonialist senti-
ment, in various guises, in many of the countries of the region was the origin of this
centrality. Nationalism, partly related to this sentiment, is a manifestation of a per-
ceived need to consolidate state and regime and to reinforce a particular identity.
Ideational frames shape views of the economic, military security, and human security
realities for all state actors.

These ideas on the role of the state continue to resonate in the traditional views about,
for example, the developmental state in Japan, the concerns about legitimacy in the
one-party state in China, the anxieties about internal regime security in Central Asia
and parts of South and Southeast Asia, and the concentration throughout the region on
delivering economic development and social stability. They also find expression in the
continuing skepticism toward the concepts of human rights and human security, and
in the preference for sustaining the security of the state rather than for protecting the
individual. But whether in democratic, authoritarian, or hybrid regimes in the region,
Asian states need to be understood in the context of polities that reflect the influence of
both intrastate and substate forces. In short, even though states are pivotal, they are not
the only actors, nor are they unitary ones. Several chapters note the varying degrees
to which competing bureaucratic, commercial, political, and societal interests among
others shape state policies and from there the region’s wider interactions and realities.

Second, not all states are equal in shaping the patterns we see. As we move beyond
the first decade of the twenty-first century, economic asymmetries in the region are
growing. In particular, the Northeast Asian region—comprising China, Japan, and to



6 INTRODUCTION

alesser extent South Korea—increasingly dominates the economic map of the whole of
Asia. Together these three countries comprise an estimated 70 percent of the regional
economy and 20 percent of the global economy. There have long been calls for higher
levels of trilateral economic cooperation among these dominant economic powers
(Xinhua 2011); and, despite ongoing tensions over territory and other historical lega-
cies, some nascent cooperation has been institutionalized in the form of a Trilateral
Investment Agreement that has become a building block for ongoing negotiations
over a trilateral free trade agreement (FTA) as well (Pekkanen 2012). Northeast Asia
remains, thus far and for the foreseeable future, the epicenter for economic activity, as
well as the pivotal source of economic integration.

Inevitably, perhaps, Northeast Asia’s role in the global and regional economies has
also led to the development and reinforcement of asymmetric economic integration
patterns, reflected in particular kinds of economic networks, production processes,
and related flows of capital and, to a lesser extent, people. China has emerged as the
leading economic partner for almost every Northeast and Southeast Asian state. The
temptation to focus on East Asia alone if the primary focus is on economic integration
is, then, considerable. But we hold to our goal of expanding the geographical focus of
the study of the international relations of Asia; thus, even if other countries in Central,
South, and Southeast Asia are not as densely integrated into the region’s political econ-
omy, they remain central to understanding the evolution of economic asymmetries in
the region and command our attention. Indeed, without them, the very idea of asym-
metries is misplaced. In addition, they often play important roles in the areas of both
traditional and nontraditional security, including as providers of vital resources; as
partners within regional institutions; and as the source of ideas about regional institu-
tional design.

A third characteristic of the region is that while contemporary Asia is the world’s
most dynamic, rapidly integrating, and economically ascendant region, it is neverthe-
less marked by dual forms of strategic uncertainty. In particular, the speed of China’s
economic and military resurgence is a dual process that makes adaptation for both
external actors and China itself much more difficult. China’s own response to its grow-
ing economic and military statures as well as the reactions of global and regional play-
ers are already becoming a dominant feature in shaping the region’s international
relations. Japan, India, and the United States, for example, are just as uncertain about
how best to adapt and accommodate the new Sino-centric realities as what may well be
afragile Chinese leadership (Foot 2006; Shirk 2007).

This fluid uncertainty is full of pitfalls but also opportunities. Barring dramatic
domestic change in China, including a serious faltering in its rate of economic growth,
China will continue to generate security fears across the region even as it inexorably
enfolds these very same countries in economic interdependence and related insti-
tutional diplomacy (Foot 2013). One concern is that China’s resurgence provides the
means for it to use economic leverage to attain its preferred political and strategic pref-
erences. Another is that China’s rapid economic development has made it attentive to
the need to protect the sea and land routes that transport the resources and goods that
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have been vital for its economic advancement. Potential economic vulnerability in
turn conditions its strategic outlook.

However, China’s embeddedness in regional production networks and trade and
investment more generally has generated prosperity for itself and others that all wish
to protect—including, most importantly, the Chinese leadership concerned to main-
tain itself in power—and that would be seriously damaged were there to be military
conflict. Asian states’ emphasis on economic growth and development as being vital
to security (regime and state) helps to underpin, though of course it does not neces-
sarily guarantee, stable economic relations among countries in the region (as seen in
the informal Chinese boycott of some Japanese goods following a flaring up of territo-
rial disputes). We do note, however, that those Asian states that have been reluctant to
embrace these ideas, such as North Korea and Myanmar in the recent past, have served
only to demonstrate the costs associated with a failure to embrace economic reform
and economic integration.

A fourth characteristic of the region is the increased economic capacity for military
modernization—conventional and nuclear—which has the potential to unleash a secu-
rity dilemma. As of 2013, China had the world’s second largest defense budget, Japan
had increased its defense budget after well over a decade of stasis, India was the world’s
largest importer of major conventional weapons, and the other top four arms import-
ers in the world were all in Asia, namely, China, Pakistan, South Korea, and Singapore
(SIPRI 2013; Reynolds 2013). It is also notable that China had displaced the UK in join-
ing the top five global arms exporters alongside the United States, Russia, Germany,
and France. New military rivalries are also increasingly reflected in the theaters
now considered critical for asymmetric warfare, namely outer space and cyberspace
(Pekkanen and Kallender-Umezu 2010; Moltz 2011; Segal 2011). Moreover, the Asian
region is the most heavily nuclearized region in the world (Alagappa 2008; SIPRI 2013).
The nuclear arsenals of China, the United States, Russia, India, and Pakistan may be
perceived by some as sources of strategic stability, but they have also played a part in
prompting North Korea to develop and test a nuclear device; their presence also gener-
ates frequent debates inside Japan, Taiwan, and South Korea on the merits or otherwise
of taking the nuclear route.

A fifth characteristic is that we continue to see a porous region in several distinct
senses that draw together both material and symbolic dimensions (Katzenstein 2005,
2). For example, despite talk of their decoupling, Asian countries are still economically
interdependent with the rest of the world (Winn 2008, Kim, Lee, and Park 2009; S. C.
2010). As the experience during the global financial crisis of 2008 vividly illustrated
when exports from many of the region’s most trade-dependent economies collapsed,
final demand in Western countries remains important for Asian countries’ manufac-
tures (Athukorala 2011; Ravenhill 2008). Despite initial attempts at “rebalancing,” the
region’s largest economies still rely heavily on their exceptionally successful model of
export-driven growth. Importantly, the economic success of many countries in Asia
has been at the cost of the region’s environment and has led to the overexploitation of
its resources, with inevitable disruptions that prompt particular patterns of migration,
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the transmission of diseases, and the potential for rivalry and conflict that spill across
borders and regions.

The military dimension also demonstrates the porousness of the region, seen most
clearly in the presence of bilateral alliances that place the United States in the thick
of security relations. The presence of the United States, both a global power and one
that projects itself as a Pacific power, makes the definition of the region, and the forg-
ing of any kind of an institutional architecture for security, a highly permeable and
politicized cross-regional process (Foot 2012). Finally, in the human security field that
ranges from the environment to human rights, there are distinct elements of trans-
national civic activism, involving particularly nonstate actors who continue to forge
inventive links through various networks with their counterparts around the world.

A sixth characteristic is the proliferation of informal organizational frameworks
characterized by both soft and hard degrees of legalization, specifically in the degree
of precision of, obligation to, and delegation based on sets of rules (Abbott et al. 2000;
Pekkanen, ed. 2014). Contrary to depictions of Asia as being underinstitutionalized
or underlegalized, the region contains multiple institutions that are either being rein-
forced or designed to structure relationships among the regional state and nonstate
actors. As our contributors discuss, these have proliferated most notably in the eco-
nomic realm, reflected in the regional and cross-regional FTAs and BITs (bilateral
investment treaties), for example (Ravenhill 2010). Within the human security field,
where the performance of regional institutions is often considered lackluster, the var-
ied nature of the problems leads to an emphasis on process-based and pragmatic efforts
to coordinate institutionalized relationships that may lead to normative changes in
the region, albeit at a slower pace than in the economic realm. Even in the demand-
ing security realm, despite multilateral regional organizations that emphasize process
over legal obligation, the development of these institutions, together with the bilateral
US alliance structure, as well as the development of minilateralist bodies, has helped
the collective management of strategic, economic, and political issues; they may even
have helped to socialize major states to particular forms of coexistence and contractual
norms conducive to more peaceful relations (Acharya 2009; Ba 2009; Johnston 2008).

The particular design of these institutions—as noted above, informal, often
process-driven, but varying in the hardness of rules—reflects both historical and cul-
tural patterns as well as the attraction of norms of sovereign statehood in the region,
similar to much of the developing world (Acharya and Johnston 2007, 14). These pat-
terns deserve attention, not just for their implications for regional governance, but
also, commensurate with their economic standing and growing political influence,
for Asian countries’ interests in spreading their own designs of governance worldwide
(Pekkanen, ed., 2014).

Finally, seventh, the systemic change represented by the ending of the Cold War has
reduced the intensity of ideological division, and generally allowed for more inclusive
economic processes. It may be unrealistic to argue for the unbridled triumph of liberal
ideas, but the forces of a global economic marketplace have been let loose across all
of Asia in a way that is likely to continue to knit the region together. Important prior
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developments were the Sino-Soviet division in the late 1950s, China’s 1978 decision to
adopt Reform and Opening, and the Sino-American normalization of relations in 1979.
These developments have begun to tie the economic fates of numerous countries in
and out of the region together in complicated ways that, while economically beneficial
and with some positive spillovers for security relations, are not always without serious
tensions among key players, as our authors suggest in various ways—the United States
and China; China and South Korea; Russia and South Korea; China and Japan; China
and Japan in Southeast Asia; China and Russia in Central Asia; the United States and
Vietnam; and more recently, Japan and the United States in Myanmar.

Nonetheless, some sources of ideological cleavage remain important. We need to
be wary of projecting any kind of convergence with Western economic models, par-
ticularly in the Asian context where governments, such as that of Japan, continue to
be distinguished by their more central positions and roles in the economy (Stallings
1995, 1-4; Pempel 1998). In addition, reduced ideological division among all regional
actors does not necessarily mean reduced friction among them. If anything, even as
the region comes together economically, alignments can fluctuate as a result of sov-
ereignty disputes, historical animosities, or attempts to leverage economic power for
political ends.

1.2. How UNIQUE IS THE ASIAN REGION?

All of the major geographical regions of the world have features that are unique.
Nowhere else matches the range of institutional integration that one finds in Europe.
The African continent has a unique sense of common identity built on strong anticolo-
nial sentiments—yet remains deeply enmeshed in economic networks with its former
colonial powers. Religious cleavages are more potent as a divisive force in the Middle
East than in most other regions of the world. What, then, are the unique features of the
Asian region?

Probably the most distinctive feature of the Asian region is that it poses the great-
est challenge for the management of interstate relations in that it includes China and
India—the two most important rising powers in the international system, the two
most populous countries in the world, and both significant nuclear weapons states.
Previously ascendant economic powers, most notably Japan, are having to adjust to
a situation where they are no longer “Number One” within the region. Although we
reject the determinism of some neorealist perspectives that view power transitions
as highly likely to lead to militarized conflict between existing hegemons and rising
powers (see Mearsheimer 2001, in particular), we acknowledge the significance of the
challenges that power transitions generate. Reference to power transitions points to
another unique feature of the Asian region, the role of the United States within it.

As the world’s only current superpower, the United States inevitably is involved in
all parts of the globe. The character of its involvement in Asia, however, is markedly
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different from that in other regions. In particular, the so-called San Francisco System
differentiates US involvement in Asia from that elsewhere in the world. Several distinc-
tive features of the San Francisco System can be identified: the dense network of bilat-
eral alliances (which continue more than six decades after their creation); the absence
of strong region-wide, multilateral security structures; and a strong asymmetry in alli-
ance relations (Calder 2004). And, while it is the case that the principal security organi-
zation in Europe, NATO, is also transregional, it is only in Asia that the US involvement
has for many years produced competing definitions of the “region” that extend into
economic dimensions as well as security (Foot 2012). Ever since the earliest attempts at
regionalism in Asia, ideas of an “Asian” or an “East Asian” institution have clashed with
proponents of Asia-Pacific visions. Tensions between these alternative ideas continue,
seen most recently in rivalry between the US-backed Trans-Pacific Partnership (TPP),
and the ASEAN-backed Regional Comprehensive Economic Partnership (RCEP),
which includes Oceania but unlike Asia-Pacific Economic Cooperation (APEC) and
the TPP excludes North, Central, and South American countries.

Reference to ASEAN (Association of Southeast Asian Nations) points to another
unique feature of the Asian region: the presence of a subregional organization that is
among the longest surviving of those linking developing economies but, more impor-
tantly for our analysis, one that demands to be in the “driving seat” in all efforts to
promote regionalism and claims to be the arbiter of the legitimacy of intergovern-
mental collaboration in Asia. For ASEAN enthusiasts, particularly those writing from
constructivist perspectives, the organization is uniquely placed to play a mediating
role between Asia’s leading powers and to serve both as an intellectual broker and an
agent for changing regional behavioral norms (Acharya 2009; Ba 2009). Skeptics, on
the other hand, assert that ASEAN is too weak and divided an institution to play a
leadership role, that major initiatives on the region, such as the Chiang Mai Initiative
on currency swaps, have come from outside ASEAN, and that ASEAN’s insistence on
maintaining a veto player role can obstruct deeper regional intergovernmental collab-
oration (Jones and Smith 2006; Ravenhill 2009a).

Asia has more territorial disputes than any other part of the world, a potential source of
conflict that has become of more concern as Asian states have increasingly acquired the
military capabilities to pursue territorial claims. The most notorious in recent years have
been the disputes over boundaries in the East and South China seas, maritime borders
that have taken on greater import with the possibility of extracting resources from the
disputed areas. But other contested boundaries on land have long been the subject of con-
flict, such as those between India and Pakistan over Kashmir, China and Vietnam, China
and India, and the two Koreas. As data collected on Asian territorial issues have shown,
the region has experienced more armed has experienced more armed conflict over terri-
torial disputes than other regions of the world, accounting for one-third of all militarized
disputes over territory in the world in the last half-century. Although some change is pos-
sible with the Philippines filing a legal case against China over their territorial dispute in
the South China Sea, Asian states have generally been reluctant to take their disputes to
international arbitration, a reflection perhaps of their preoccupation, noted above, with
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national sovereignty. To date, subregional institutions such as ASEAN have proved inef-
fective in promoting the resolution of territorial disputes among their members (although
there are reasons to credit them with having contributed to conflict avoidance).

The persistence of long-standing unresolved territorial disputes poses a particular
challenge in a context of a nascent arms race in Asia. The region has the highest concen-
tration of nuclear weapons in the world with three states—China, India, and Pakistan—
all acknowledged nuclear powers, and North Korea widely believed to possess some
nuclear weapons. Moreover, Japan, South Korea, and Taiwan all have sophisticated
nuclear industries, and it is widely accepted that they have the capacity to manufacture
weapons within a short period should they so desire. Although the pace of conventional
weapons acquisition slowed considerably in the immediate aftermath of the Asian finan-
cial crises of 199798, the region’s extraordinary economic growth in the first decade of
the new century supported substantially expanded defense budgets, which in turn have
financed the acquisition of increasingly sophisticated weaponry, giving Asian states
new capabilities to project force within and beyond their claimed territorial boundaries.
These realities have had consequences for other issues as well. Although, for example,
Asia has begun to take steps toward creating a few informal human rights institutions
characterized by soft rules and informal structures, the preoccupations with the tradi-
tional dimensions of security partially explain why it remains the only region that still
has no region-wide human rights charter or mechanism (Pekkanen, ed., 2014).

If the prevalence of territorial disputes and the nascent arms races in Asia provide
grist to the realist mill, Asia’s rapid economic growth and the particular ways in which
many parts of the region have been incorporated into the global economy provide reas-
surance to those viewing the region through traditional liberal lenses. In particular,
not only is the trade—-to-GDP ratio in many Asian countries among the highest in the
world but cross-border production networks (or “value chains”) provide the basis for
a larger part of international trade in East Asia than in any other region (Athukorala,
forthcoming). Enmeshment in these networks greatly increases the costs that would
follow should military conflict lead to a fracturing of ties with the global economy: it
is not merely a quantitative but a qualitative change in the nature of interdependence
(Ravenhill 2009b). Central and South Asia, however, remain relatively isolated from
many of these manufacturing networks, with the exception of the international gar-
ment industry’s penetration of South Asia.

Asia’s record as the fastest growing region of the world economy, while it dampens
the prospects for any use of force, also brings new challenges. Parts of the region are
resource-poor, notably Japan and the Northeast Asian newly industrializing econo-
mies. While China is not resource poor, its extraordinary economic growth has rapidly
reversed its position of being a net oil exporter into one where it has become one of the
world’s largest energy importers. India has also become significantly more dependent
over thelast decade on imported resources. These new import dependencies have pitted
China and India against the resource-poor Northeast Asian economies in an intense
international competition to secure new sources of supply of raw materials. This com-
petition is occurring in a security context in which the United States is no longer able to
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play the stabilizing role that it once did (Phillips 2013); meanwhile, regional institutions
have been able to do little more than facilitate information exchange in this issue area
(Ravenhill 2013).

1.3. How Do WE EXPLAIN THESE
CONTEMPORARY CHARACTERISTICS?

Various theoretical perspectives in IR offer alternative explanations for the seven char-
acteristics identified above. Part II of this Handbook illustrates how different theoreti-
cal approaches vary in the weight they give to the causal and configurational patterns
related to these characteristics.! In what follows, we outline how these different lenses
adopted by our authors deal with many of the generalizations that we have derived
about Asia. While we give considerable attention to the three major approaches to IR
theorizing that are found within our chapters—realism, liberalism, and construc-
tivism—we also allude to some of the insights that derive from the approaches that
take these dominant theoretical frameworks more deeply into the sources of sub-
state or nonstate agency in their analyses: namely, Foreign Policy Analysis (FPA), the
International Society approach, and indigenously grounded, non-Western, IR theory.
Nevertheless, although these focuses are informed by diverse assumptions and fram-
ing, few IR theorists interested in Asia would be surprised to find that, to varying
degrees, our contributors still pay homage to the centrality of the state as an analytical
causal category in Asia.

Realism, to begin, is still perhaps the dominant paradigm among IR approaches, and
its proponents argue that the primacy given to power or the security of the state derives
from the anarchic nature of the state-based international system. In their approach to
Asia, these analysts stress the translation of increased economic power into military
power; the decision by governments to engage in internal and/or external balancing in
an era of strategic uncertainty and power transition; and the competitive search inter-
nationally for resources to sustain or enhance levels of relative power as manifestations
of this search for power or security. For realists, the porousness of the region—mean-
ing its exposure to and roots in global structures, flows, and processes—is primarily of
interest because it points to the need for a hegemon to guarantee systemic security in
exchange for acceptance of its dominance, or as a means of balancing power or threats
atatime of transition. Neither do realists hesitate to note the security dilemma dynam-
ics that are likely to accompany any region undergoing the substantial economic
and strategic transformations that we have witnessed in Asia in the past two to three
decades.

The centrality of the state and of sovereign statehood is emphasized, too, in the
realist depiction of Asian regional security organizations. The undemanding nature
of these organizations, often without legally binding commitments, and with designs
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that generally set out to preserve the autonomy of the state actors that make up their
memberships, is a reflection of state-centrism. Regional institutions are seen as either
epiphenomenal or sites of rivalry among states. The preference in Asia to make them
inclusive in their memberships shows, for writers in the realist tradition, the irrele-
vance of these institutions rather than their function as venues for purposeful action
designed to moderate conflictual behavior.

Turning to the economic realm, economic interdependence in Asia, especially in its
asymmetric form, from a realist perspective is less a source of stability and a force capa-
ble of changing the interests of states than a source of state vulnerability. Increased dis-
parities in national economic wealth and material capabilities can operate as a source
ofleverage for those states that choose to exercise power in this manner. Realists would
also expect Asian governments to subordinate human rights and human security con-
cerns to the protection of the state. National unity and territorial integrity would be
seen as higher priorities for states than the objectives of nontraditional security, such as
human or environmental security, both topics on which those interested in the wider
security agenda have tended to focus.

Constructivist and liberal interpretations depict state-centrism and concerns with
state sovereignty as deriving from different—often social as well as material—sources.
In these respects, they show affinities with FPA approaches that privilege perceptions,
ideologies, and questions of national identity. When constructivists note the centrality
of the state in Asia’s international relations, they relate this to a need to consolidate the
identity of the postcolonial state, or to political cultures that accord the state a primary
role in protecting and enhancing the life-chances of the citizen. Writers from a con-
structivist perspective accord greater explanatory weight than realists do to ideas and
norms of behavior, often generated at the domestic level, and deriving from historical
experiences. However, these emphases can also be found in the International Society
approach and in some non-Western approaches to IR theorizing, suggesting the need
for greater interaction among proponents of these approaches. Thus, the ending of
the Cold War is perceived as not simply a structural event, but one that derives from
a shift in ideas about how the world political economy operates. One effect from this
ending was to reduce the intensity of the ideological division between capitalist and
Communist systems and to generate a sense that states and peoples operated within a
single global political economy, rather within one or other competing structures.

The constructivist approach is also attentive to process-driven explanations rather
than starting from the perception that states have an immutable concern with a nar-
row range of interests relating predominantly to the search for power and security.
These theorists would view the military modernization that is in train in Asialessas a
response to the threat environment than as a desire to take on the prerequisites of mod-
ern statehood. Porousness in the economic and security fields references the modern
state’s involvement in the global capitalist political economy. Regional institutions are
not epiphenomenal and peripheral in their effects but potential sites of state socializa-
tion into norms and practices that are capable of sustaining regional peace and stabil-
ity. However, not all of the ideas, norms, and processes that preoccupy constructivist
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approaches are perceived to be benign in their effects: historical experiences and asso-
ciated memories, together with the perceived need to consolidate state or regime, can
generate forms of nationalism that are capable of disrupting regional stability and of
reinforcing a sense of separation, state victimhood, and exceptionalism.

Theorists within the liberal tradition give more play to interests at the domestic and
international levels and place less emphasis than constructivists on the capacities of
processes and ideas to reshape state identities. In this respect, liberals share affinities
with an FPA approach that, for example, may note the power of bureaucratic interests
in the shaping of foreign policy. Unlike realists, the desire to explain interstate coop-
eration rather than interstate conflict is at the heart of the liberal theorists” intellectual
enterprise. For some liberals, state-centric or regime-centric behavior can more readily
be understood through uncovering the national or parochial preferences of individuals
or interest groups, which may be mediated through political institutions before a for-
eign policy is arrived at. Military modernization may be less related to security dilem-
mas or heightened security fears, and more to the ability of the armed forces to operate
effectively as an interest group on behalf of a specific set of material and social interests.
A focus on regime security suggests the state’s national interests are expressed through
an oligarchic structure set up by a narrow elite. The state, then, is more often disag-
gregated for these scholars, though the approach retains a focus on a state-based order.

Neoliberal institutionalists take us more directly into the international realm. Their
focus on state cooperation in international politics makes them less attentive to under-
lying domestic preferences and more likely to accord greater weight to the capacity of
regional institutions to constrain actors because of the benefits that states derive from
these bodies in such areas as the provision of information, the learning of best practice,
and the resolution or moderation of conflict. They are also interested in institutional
design—and see faulty design as well as national interest as a source of the weakness
of Asian regional institutions. For liberal interdependence theorists, in the economic
field or elsewhere, there is potentially still more at stake. Especially for the Asian
region, where rapid economic development has operated as a source of legitimacy for
most governments, economic interdependence is key and, because of the form it takes
in parts of the region, potentially transformatory. In East Asia in particular, produc-
tion processes have become fragmented. Their disruption through conflict or war
would affect more than interstate trade, also to include access to inputs (including for-
eign investment) critical to wider production processes, and involvement in distribu-
tion networks and marketing channels. The overall negative impact would be serious
for governments concerned with sustaining high rates of growth and building strong
states (Ravenhill 2009b).

These dominant paradigms, and their variants, offer us much to digest when we seek
to understand the IR of Asia and the region’s most notable characteristics, but the par-
tiality of the three major approaches leads a number of the contributors in this vol-
ume to suggest that none are sufficient on their own, and that the way forward is to
accept the need for eclectic theorizing (Katzenstein and Sil 2008). This subset of our
analysts reject the increased parsimony that most of the dominant approaches offer,
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preferring to recognize instead the complexity of the current regional and global order.
The post-Cold War era is marked by increased disparities in national economic wealth
and material capabilities, but it is notable too for the extent to which states and peoples
have become more deeply interdependent, and these twin outcomes have to be recon-
ciled and negotiated. Political actors are often subject to informal and formal, global
and regional, institutional and governance arrangements that are designed to address
the collective challenges that no one state can address on its own and which therefore
constrain the exercise of power, even asymmetric power, as it has emerged in the Asian
region.

Asothers before us have noted succinctly, there are “deep sources of conflict and mis-
trust generated by the anarchic and competitive structures of world politics,” but also
the “stability and cooperation” that comes from both interdependence and contempo-
rary forms of mutual vulnerability (Ikenberry 2012, 72). From this eclectic reading of
world politics, our analysts’ contributions reflect a world that remains Westphalian in
many respects, but is also both pluralist as well as cosmopolitan in its characteristics
(Hurrell 2007, 9). This leads many of our authors to emphasize, for example, the strate-
gies of reassurance that many Asian states are adopting toward the emerging regional
powers, and the use of economic, political, and institutional tools to attempt to bring
about the distant goal of security and economic communities. Yet many Asian states
also hedge and couple this behavior with forms of deterrence—that is, sustaining the
presence of a major security partner through alliances or less formal means, building
military and economic power to prevent overreliance on one major state to the neglect
of others, and the use of institutions to bind and constrain power.

This eclectic approach adds at least two important dimensions to theorizing about
the IR of Asia. It identifies the interpenetration of the domestic and global spheres
where both operate as sources of actor behavior. It also demonstrates the hybrid qual-
ity of the global system, which portends that both competition and cooperation will
persist over the long term in a fluctuating combination. As the next section on the
prospects for the region indicates, this understanding suggests that Asia faces not an
inevitable prospect of peaceful transition and settlement, but a series of difficult nego-
tiations across the full range of policy areas.

1.4. FUTURE PROSPECTS

We have identified seven characteristics of the contemporary IR of Asia:
(1) state-centrism, with embedded norms favoring state sovereignty; (2) a distinctive
form of economic integration, albeit one that is taking place in the context of grow-
ing economic asymmetries; (3) dual forms of strategic uncertainty, with all actors,
including China itself, facing difficulties in adjusting to an increasingly Sino-centric
region and world; (4) growing economic capacity for military modernization, with
attendant security dilemmas; (5) continued porousness across economic, traditional
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security, and human security fields; (6) the informal organization of regional institu-
tions with varying degrees of legalization, which continue to be concentrated in the
economic realm; and (7) reduced ideological intensity with the post-Cold War move
to economic liberalization. In this section, we briefly consider the implications of these
characteristics for the future of IR both within Asia itself and between Asia and the rest
of the world, with the caveat that we operate in a disciplinary field in which unexpected
endogenous or exogenous shocks can transform the nature of expected outcomes.

o Asian states are going to be the principal shapers of regional and global processes
in the remainder of the first half of the twenty-first century. Their preponderance
will be of special significance in the economic realm, and the way it is currently
governed. But economic power may also be increasingly translated into military
leverage and political influence. As single countries, China and India will be key
players in the global balance of material and social power, China probably more
so than India.

o Within the region, states rather than societal interests or international institutions
will continue to be the dominant shapers of outcomes. Although nonstate actors—
both those motivated by private profit and those embedded in transnational move-
ments and networks like NGOs and civil society groups—are important players
in shaping the material and symbolic dimensions of Asia, they will continue to be
subordinate players in a state-dominated system. Moreover, we doubt that the cur-
rent asymmetry—in which Asian states are more willing to accept legally binding
obligations at both the global and regional levels in the economic sphere than in
the security and human security spheres—will change in the foreseeable future.
A continuing preoccupation with sovereignty and noninterference in the domes-
tic affairs of neighboring countries, as well as the challenging nature of the prob-
lems themselves, will continue to make “soft law” central to the design of regional
institutions especially in both the traditional and nontraditional security arenas.

» Middle powers will continue to have opportunities to play the role of intellectual
broker and will attempt to bind larger powers in organizational frameworks and
normative mandates. However, the dominant states of the region are likely to
remain resistant to the idea that the voluntary binding of their power enhances
both their levels of legitimacy and influence.? The perception of these major states
that their interests can best be pursued through national measures will inevitably
limit the influence of smaller and middle powers and constrain the agendas of
both global and regional organizations. Actors external to the “region,” particu-
larly the United States, will continue to have an important influence especially
where other states in the region perceive the need to balance against an increas-
ingly dominant China.

o Asian states are showing some signs of being caught in a security dilemma; rapid
economic growth is fuelling nascent arms races. There are increasing concerns
about access to scarce raw materials, and in the absence of regional treaties to
resolve territorial disputes or to limit the acquisition of weaponry, these arms
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races are likely to continue. For states with higher levels of technological sophis-
tication, such as Japan, China, and India, these arms acquisitions are spilling over
into new theaters of warfare such as outer space and cyberspace.

o Economic development and performance is a widely shared norm across this
diverse region and will remain so. Regional production networks and trade and
investment more generally have generated prosperity for many of the region’s
states, and this prosperity would be seriously damaged were there to be military
conflict. Given their domestic realities, Asian governments will constantly be
faced with the need to navigate the contestation between the merits of autonomy
versus the benefits that derive from these and other forms of interdependence.

1.5. WHAT ELSE Do WE NEED TO KNOW
ABOUT THE IR OF ASIA?

Based on what has been covered in this Handbook, and with a view once again to rein-
forcing the dialogue between theory and practice, we outline next six suggested ave-
nues for further deepening the research on the IR of Asia.

o Beyond the predominant “state-centric” approaches, we need a better under-
standing of the sources and categories of state behavior, with a focus not just
on systemic processes, structural features, or socialization patterns, but also on
the domestic dynamics of foreign policy-making, including the role of domestic
interests, elite perceptions, and historical traditions. Even in countries that have
received a great deal of scholarly attention, we still know remarkably little about
the interplay of domestic interests, ideas, and identities in foreign policy-making.

o While we acknowledge that state sovereignty matters to the states and peoples of
Asia, we believe that it is a historically contingent social norm subject to modi-
fication over time. We need better specification of the outer boundaries of that
modification across Asian state and nonstate actors, and how those boundaries
affect patterns of integration and governance at the global and regional levels.

o We need a better way of mapping how and in what ways rising powers in Asia will
affect patterns of regional and global governance in the near future. This requires
attention to how they attempt to wield influence in both regional and global insti-
tutions, how they design indigenous institutions, their sources of authority and
legitimacy, and the extent to which their policy ideas are generating acceptance
or resistance.

o We need clearer understanding of the linkages between economics and security,
and the conditions under which the deepening economic regionalization and
regionalism that we witness in Asia is likely to dampen the security dilemmas
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rising in the region, and the prospects for conflict. While interstate war has been
absent since 1979, and both the frequency and intensity of outright military con-
flicts and crises have certainly lessened, Asia cannot be characterized as peaceful.?
Aside from the fact that there are a host of territorial and historical disputes that
continue to mar relationships in the region, we also need to begin exploring how
and in what ways economic asymmetries themselves produce forms of dependency
that provide sources of leverage that are shaping the new geopolitics of the region.

o Human security issues remain relatively unexplored and deserve far more attention
given the massive and disruptive social changes that have arisen as a result of rapid
economic growth, and the emphasis on often violent means of state and regime
consolidation. The fact that these efforts at consolidation are often reinforced by
both domestic and international dynamics also deserves far closer attention.

o Our understanding of the international relations of Asia would be enriched by
the incorporation of more area expertise on individual countries and the region
as a whole. It would also be enriched by greater incorporation of Asian historical
experiences and attentiveness to the intellectual traditions and practices of the
Asian world. In particular we need more work on lesser known Asia, especially
the smaller countries of Central, South, and Southeast Asia, and their intrare-
gional and extraregional relationships that also have, in interacting with the
dominant players, the capacity to shape the patterns of the IR of Asia as a whole.

NOTES

1. This chapter does not reference the secondaryliterature on IR theory, as PartIl, takenasa
whole, provides an extensive survey of that literature. It should also be noted that this vol-
ume does not include analyses drawn either from the Marxist or postmodern traditions,
given that these traditions have had relatively little purchase among scholars working on
the IR of Asia.

2. Ikenberry has consistently made the argument that a powerful United States in the twen-
tieth century accepted the need to bind its own power in order to enhance its broader
international goals. See in particular (2001).

3. Goldstein and Mansfield (2012, esp. 10) also note that the military “peace” has not neces-
sarily meant enduring security for countries in the region.
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MICHAEL MASTANDUNO

PoLiTicAL realism arguably remains the dominant paradigm in the study of interna-
tional relations and the subject of seemingly endless debate among its many supporters
and critics (Keohane 1986a; Frankel 1996; Vasquez 1998; Lebow 1994; Moravscik and
Legro 1999; Lobell, Ripsman, and Taliaferro 2009). Realism means different things
to different scholars; a recent article identified no less than thirteen versions of this
prominent school of thought (Onea 2012, 156). What scholars term “realism” is simul-
taneously a philosophy or worldview, a guide to practical action, and a set of theories,
arguments, and propositions designed to understand and explain international rela-
tions and foreign policy.

Despite the variety of approaches within the realist school, they exhibit a number
of commonalities. Realists typically focus on the cyclical as opposed to progressive
aspects of politics. They believe that the fundamental patterns of international rela-
tions—the struggle for power, alliance formation, conflict and war, scarcity and eco-
nomic competition—endure despite changes over time in ideologies, institutions, or
technology. Political liberals might point to the abolition of slavery and the diminution
of great power wars as signs of enlightened human progress. Political realists might
point instead to the brutal similarities, despite the passage of some 2,500 years, between
how the powerful Athenians treated the weaker Melians in ancient Greece and how the
stronger Serbians treated the unarmed Bosnians of Srebrenica in the modern Europe
of the 1990s. Although realists recognize the potential for cooperation and peaceful
relations among states, they tend to be pessimistic regarding the human condition and
political behavior. Realists emphasize the fallibility rather than perfectibility of human
beings or, as Robert Gilpin once put it, political realists “never had much hope for the
human species to begin with” (Gilpin 1996, 3).

Realism is also a guide to action. What is commonly referred to as “realpolitik”
involves the purposeful pursuit of state interests. For realists, power and interests go
hand in hand in driving state policy. Principles and ideals are of secondary impor-
tance. Henry Kissinger’s diplomacy is often viewed as an exemplar of realpolitik: not-
withstanding America’s principled opposition to Communism, Kissinger led the US
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government to make peace with China as part of a strategy for containing the Soviet
Union in a post-Vietnam era in which American power had diminished significantly.
As policy advocates, realists are neither invariably pacifists nor warmongers. They
emphasize prudent statecraft and fear the unintended consequences of international
activism or a crusading foreign policy. Realists counsel state leaders not merely to
appease expansionist states, but also to avoid the temptation to expand one’s own com-
mitments beyond the reasonable assessment of state power.

In terms of explanation, there is no single theory of realism that can be tested, con-
firmed, or refuted (Kapstein and Mastanduno 1999). From a basic set of assumptions
numerous realist theories and propositions may be generated. An exhaustive review
is beyond the scope of this chapter, but it is important to recognize major divisions
within realism. Classical realists draw on a variety of causal factors in explaining for-
eign policy and international relations (Thucydides 1954; Morgenthau 1978; Gilpin
1981). They invoke material factors such as relative power and interests and nonmaterial
factors such as the importance of fear, honor, and prestige to explain state behavior.
Classical realism is also sensitive to the roles that domestic politics and state intentions
play in world politics. Structural or neorealism favors theoretical parsimony (Waltz
1979). It begins with a simple set of systemic (e.g., anarchy) and material (e.g., distribu-
tion of capabilities) variables to infer conclusions about the broad patterns of interna-
tional relations over time. Structural or neorealists do not claim they are able to explain
the particular foreign policies of particular states. For roughly two decades following
the publication of Waltz’s seminal work, The Theory of International Politics, neoreal-
ism came to define the realist approach in scholarly terms (Keohane 1986a; Wohlforth
2011). More recently, so-called neoclassical realists have sought to recover the classical
realist focus on foreign policy while still paying attention to the systemic variables at
the core of neorealism (Lobell 2009; Schweller 2006).

This chapter draws on the rich insights of classical and neoclassical realism to shed
light on the international politics of contemporary Asia. Unlike neorealism, the general
principles of which are intended to apply more or less equally to all states, classical and
neoclassical realist analyses link general propositions with the specific circumstances
of particular countries or regions (Rose 1998; Onea 2012). Classical and neoclassical
realism offer greater analytical leverage than neorealism on key international relations
issues including the dynamics of international change, the relationship between eco-
nomics and security, the interplay between state capabilities, intentions, and threats,
and the role of hegemony in managing political relationships.

As a critical region in contemporary world politics, Asia is a worthy empirical labo-
ratory for the insights of realism and other prominent schools of thought (Beeson 2006;
Alagappa 2003). The world’s two most populous countries, China and India, reside in
this region. Asia possesses the second (China) and third (Japan) largest national econo-
mies in the world, and the Asian regional economy is sufficiently dynamic and techno-
logically advanced for some analysts to point to the twenty-first century as the “century
of Asia” in the world economy (see Part III of this volume for further discussion). Asia
is home to several current or emerging great powers including China, Japan, India,
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Russia, and potentially Indonesia. India, Pakistan, China, Russia, and North Korea
all possess nuclear capabilities (see Yuan’s chapter). Regional flashpoints—along the
North Korea-South Korea border, in the Taiwan Strait, in the South China Sea, and
in the disputed Kashmir region between India and Pakistan—hold open the potential
for political and military conflict (see Fravel’s chapter in particular). Finally, the rise
of China, and its relationship with the United States, are remaking regional as well as
global politics and economics and are critical to the future of world order (Foot and
Walter 2011). In light of the stakes and circumstances, it is not surprising that since the
end of the Cold War IR scholars have debated whether Asia is likely to become either
“ripe for rivalry” or a regional zone of peace and prosperity (Friedberg 1993; Ikenberry
and Mastanduno 2003; Tellis and Wills 2006).

The primary focus of this chapter is Northeast Asia. Realism emphasizes great power
dynamics, and relations among China, the United States, Japan, and Korea are espe-
cially critical to regional stability. Other subregions—South, Southeast, and Central
Asia—are also consequential for Asian prosperity and security. Since Asian subregions
are politically and economically interdependent, we must draw out those connections
even if the primary focus is Northeast Asia. In South Asia, India is a rising power and
its economic and security policies necessarily affect the strategic calculations of China
and the United States (see chapter 21). Southeast Asian countries have security ties to
the United States, complicated historical relationships with China and Japan, and are
positioning themselves to preserve security and autonomy in the face of possible great
power rivalry (see Goh’s chapter). Central Asian states affect great power calculations
due to their energy resources and proximity to the central front in the war on terrorism
(see chapters 13 and 25).

The next section of this chapter describes the core assumptions of realism and some
behavioral expectations that follow. The subsequent section spells out five realist prop-
ositions that help us to understand the international politics of contemporary Asia.
These propositions concern the role of hegemony in managing Asian regional order;
the rise of China and the potential for a dangerous power transition; the foreign policy
response of Asian states to the interplay of capabilities and threats; the role nationalism
and historical memory play in exacerbating conflict; and the interplay of economic and
security relations. A final section develops concluding thoughts on the prospects for
stability and conflict in this region.

2.1. REALISM: ASSUMPTIONS AND
EXPECTATIONS

Political realists would likely agree on four core assumptions (Gilpin 1996; Mastanduno
and Kapstein 1999). First, the key actors in political life are groups, or territorially
defined entities. Realists focus on group behavior while recognizing that the defining
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features of groups change over time. In Thucydides’s day, city-states were the key group
actors, and in some premodern societies tribes may have been the most important
political groups. In the modern international system the key group has been the ter-
ritorial state. Groups develop a sense of identity and solidarity based on shared values
or experiences. Nationalism describes the sense of identity that defines and separates
nation-states from each other and has served since the peace of Westphalia in 1648 as
an important source of interstate conflict.

Second, realists assume that state behavior is best understood in rational and instru-
mental terms. Realists, according to Robert Keohane, believe that “world politics can
be analyzed as if states were unitary rational actors, carefully calculating the costs of
alternative courses of action and seeking to maximize their expected utility” (Keohane
1986b, 165). State leaders must be sensitive to the opportunities and constraints offered
to them by the international setting. Their behavior is conditioned, though not deter-
mined, by their own relative size and power, by geography and technology, and by the
intentions and attitudes of their neighbors. Realists do not believe states always act
rationally. State leaders often miss or ignore the signals offered by the international
environment. They may underreact or overextend, based on the vagaries of domestic
politics, misperception, or hubris (Jervis 1976; Snyder 1991; Kupchan 1994).

Third, realists assume that power and interests are mutually reinforcing and are
the key variables that drive state behavior and international outcomes. The growth of
state power enables a more expansive view of state interests, while decreases in relative
power call for the scaling back of interests. The most powerful states in the interna-
tional system possess interests beyond their national security and well-being; at the
extreme, they seek to remake the world in their own image and according to their own
values (Jervis 2009). Powerful states frequently justify their behavior in terms of broad,
collectively valued principles, for example, the promotion of peace or free trade, but for
realists such proclamations are a cover for the pursuit of self-interest motivated by rela-
tive power (Carr 1939).

Fourth, realists assume that the international environment is inherently competi-
tive. States compete militarily, economically, and even culturally. They compete for
material goods such as territory, natural resources, and markets, and also for positional
goods such as prestige and status (Schweller 1999; Wohlforth 2009). States pursue ben-
efits through cooperation in absolute terms, but are necessarily concerned with rela-
tive gains—that is, the extent to which cooperative ventures benefit disproportionately
potential adversaries (Baldwin 1993).

These four assumptions lead to a variety of realist expectations about international
politics. Realists expect states to pursue self-interest at the expense of collective inter-
est. They expect states to protect their sovereignty and territorial integrity and to guard
their capacity for independent action. Because state leaders fear being dominated by
stronger states, realists expect states to balance power either internally by building
military capacity or externally by forming alliances. Because over the long run eco-
nomic power is the foundation for military power, realists expect political calculations
to drive international economic relations (Gilpin 1975).
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2.2. REALISM AND ASIA: FIVE PROPOSITIONS

Like any analytical construct, realism by itself is neither right nor wrong. Realism per
se cannot be proved or disproved. It can, however, be more or less useful. In this section
I develop five propositions, drawn from realist assumptions, with potential to illumi-
nate the international politics of contemporary Asia.

2.2.1. Realist Proposition 1: Regional Order in Asia after the
Cold War Requires a Political Foundation

For realists, international orders, whether regional or global, do not emerge spontane-
ously. Absent a political foundation, there is no invisible hand to assure that relations
among states are peaceful and prosperous and governed by a common set of rules (Bull
1995). Security orders may be based on the workings of a stable balance of power, on a
concert of great powers, or on the hegemony of a single state (Ikenberry 2001). Realists
typically view hegemony as a necessary foundation for international economic order
because only dominant powers have both the means and motivation to underwrite this
order (Mastanduno 2009; Gilpin 2000).

During the Cold War, global and regional orders were constructed upon the bipo-
lar balance of power between the United States and the Soviet Union. Realists writ-
ing in the early 1990s expressed concern that the end of the Cold War, the collapse of
the Soviet Union, and the anticipated disengagement of the United States would lead
regional stability in Europe and Asia to give way to uncertainty and possible conflict
(Mearsheimer 1990; Friedberg 1993-94). Aaron Friedberg argued that the countries
of Asia were particularly vulnerable to rivalry and conflict due to the coexistence of
a variety of regime types, long-standing historical resentments, unresolved territorial
and border disputes, and weak regional institutions.

Realists agree that order in post-Cold War Asia requires some type of stabiliz-
ing mechanism. They disagree, however, on what that mechanism should be and
what the implications are for US foreign policy. So-called offshore balancers argue
that it is too costly and risky for the United States to continue to assume primary
responsibility for assuring stability in Asia (Layne 1997). They believe a US with-
drawal would force the natural emergence of a stable regional balance of power
as countries such as Japan and India react and adjust to the rise of China and the
absence of the United States. So-called global engagers believe that absent the
United States, an Asian balance of power is likely to be unstable and characterized
by arms racing, security dilemmas, and the risk of conflict over festering political
and territorial disputes. Global engagers prescribe an active US role to deflect con-
flicts and provide stability to both regional security and economic relations (Art
2003).
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It was not clear at the beginning of the 1990s which path, if either, the United States
might take. By the middle of the decade, however, the United States had committed to
a strategy of “deep engagement” for Asia (Nye 1995). US officials announced that they
would maintain the presence of the US Navy and the forward deployment of US troops
in Japan and South Korea for an indefinite duration. They reinforced America’s post-
war “hub and spoke” approach to Asian security by strengthening bilateral alliances
with Japan, Australia, and South Korea. They added new spokes by developing nascent
partnerships with China and India. US officials gave priority to bilateralism but also
supported regional institutions, particularly those such as APEC that defined the
region as “Asia-Pacific” and therefore included the United States. America also sought
to spread its preferred liberal economic model both before and after the Asian finan-
cial crisis of 1997-98. This strategy of deep engagement, which remains in place today,
has been based on a calculation of US national interest and conditioned by US relative
power. Deep engagement serves American security interests by checking both Chinese
and Japanese power, serves economic interests by facilitating US trade and investment,
and serves ideological interests by providing the opportunity to spread the American
brand of democracy and private-led capitalism.

US deep engagement has contributed positively to regional order as well
(Mastanduno 2003, 153-56). Beginning in the 1990s, the United States has in effect
served as a political referee, maintaining special though asymmetrical partnerships
with both Japan and China and working to keep these potential regional rivals at bay.
The US-Japan alliance has provided security to Japan and has discouraged it from
becoming an independent military power that would alarm China. For China, the
US-Japan alliance ideally serves as the cork in the bottle, restraining Japanese mili-
tarism; for Japan, it serves as a balancing strategy in the face of a rapidly growing and
potentially hostile neighbor (see Hughes’s chapter in particular on this latter point).
The US presence also provides assurance to smaller states in the region that have profit-
able economic relations with China yet retain concerns about its growing power and
regional influence. Finally, during the 1990s the United States played a key role in help-
ing to defuse regional security crises over the North Korean nuclear program, between
China and Taiwan, and between India and Pakistan over the Kashmir region.

The terror attacks of September 11, 2001, complicated US strategy in Asia. The Bush
administration’s obsessive focus on the war on terror and interventions in Afghanistan
and Iraq meant that America’s priority in regional attention shifted to the Middle East
and the Persian Gulf. In most Asian capitals the United States was viewed as a dis-
tracted power that was losing its ability to decisively shape events within the region
(Mahbubani 2007). Leading US officials such as Defense Secretary Robert Gates sought
to allay those concerns by describing the United States as a “resident” power in Asia
and contending that “for those who worry that Iraq and Afghanistan have distracted
the United States from Asia and developments in the region, I would counter that we
have never been more engaged with more countries” (Gates 2008). By 2011, the Obama
administration made the point all the more forcefully by proclaiming that as the war
on terror subsided, the United States would “pivot” back to Asia and in particular East
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Asia (Clinton 2011). This renewal of US interest, however, seemed driven as much by
balance-of-power calculations in the face of a rising China as by any US desire to main-
tain or expand regional hegemony.

In the absence of an active US role, would East Asia over the past two decades have
been a more conflict-prone region, along the lines feared by Friedberg in 1993? This
counterfactual question is difficult to answer, depending in part on the faith an analyst
is willing to place in other possible sources of regional stability such as the balance of
power absent the United States, regional institutions (Acharya 2003), or even the paci-
fying security effects of regional economic interdependence (Wan 2003). The natural
experiment of a US withdrawal into an offshore balance posture has yet to occur, and in
light of US concerns over China’s rise, is unlikely to happen soon.

2.2.2. Realist Proposition 2: The Rise of China Creates a
Potentially Dangerous Power Transition

Realists consider great power transition—the rise of one or more great powers rela-
tive to others—as among the most dangerous situations in world politics. Power tran-
sitions are inevitable due to the law of uneven development, or the tendency for some
states to grow their economic and military power much faster than others (Gilpin 1981).
Power transitions are dangerous because great powers structure global governance, or
the international rules of the game, to reflect their own particular values and interests.
Since any given order reflects the values and interest of the state or states that created
it, rising powers naturally will want to reshape international order to suit their own
needs, while declining powers will try to defend the order that has served them so well.
In Gilpin’s formulations, the trouble begins when the distribution of material capa-
bilities is no longer commensurate with the distribution of prestige or authority among
major players in the system.

Realists recognize that power transitions do not inevitably lead to war. The existing
great power(s) may decline gracefully, finding ways to accommodate or appease the ris-
ing powers, as Great Britain did with regard to the United States during the first half of
the twentieth century (Rock 1989; Friedberg 1988). The Soviet Union ultimately chose
peaceful decline as a means to end the Cold War, in light of the incalculable costs of
war between nuclear-armed superpowers. Although peaceful change is possible, real-
ists fear that rising and declining states might choose to fight rather than cede control
of the international rules of the game, or might somehow stumble into war as a result of
misperception, miscalculation, or the complicated pull of alliance commitments.

For realists, contemporary US-China relations are essentially a story of power tran-
sition. International observers and IR theorists are preoccupied by whether China will
continue to grow at a spectacular pace, and whether and when the size of its economy
will catch up to that of the United States. In April 2011, the IMF predicted provoca-
tively that in purchasing power parity terms, China’s economy would overtake that
of the United States in 2016. The Economist subsequently estimated that in real terms
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the crossover point could come as early as 2020 (Economist 2011). There is an obvious
realist geopolitical concern lurking behind this spectacle of an economic footrace—if
Chinese rapid economic growth continues, how quickly and efficiently will it trans-
late economic capabilities into military capacity, expanded interests, and geopolitical
influence, thereby challenging US regional and global dominance and triggering the
dangerous phase of a power transition?

Liberals and realists recognize that China is rising, but differ with regard to the
implications for international order. Liberals emphasize that China is rising within the
existing order, implying that it accepts the existing rules of the game and, as long as
it continues to prosper, has little incentive to pose a revisionist challenge (Ikenberry
2008). Liberals also foresee the potential for economic interdependence and China’s
integration into the world economy eventually to transform China internally into a
more democratic state with peaceful foreign policy intentions toward other democra-
cies. One logical consequence is a future US-China condominium, or a “G2” in which
these dominant powers share influence and jointly manage international politics and
the world economy.

Realists find this scenario attractive but improbable. They assume that as China’s
power grows, its interests will expand and it will not necessarily view the existing order
as benign and supportive, much less optimal (Mearsheimer 2006). Because interests
are a function of relative power, realists stress that it is impossible to know China’s
intentions with any degree of confidence; in fact, China itself cannot know its own
future intentions because the leaders of China in ten or fifteen years will likely be in
charge of a country in a very different relative power position than that experienced by
the leaders of today (Legro 2007). In the event China continues to rise, realists expect it
to develop and promote its own conception of interests more forcefully.

It is not difficult for realists to imagine serious conflicts of interest between a ris-
ing China and a still powerful America in relative decline. The political systems of the
two countries are incompatible. The United States finds China’s human rights practices
repugnant, while China finds US lectures on the subject hypocritical and an affront to
Chinese sovereignty. From China’s perspective, the United States takes unfair advan-
tage of its privileged reserve currency position to run fiscal deficits that threaten the sta-
bility of the world economy; from the US perspective, China exploits its self-identified
status as a developing country to flout global rules and norms on intellectual property
protection and state-led industrial policy (see chapter 9). Most importantly, the United
States treats and arms Taiwan as an ally it is committed to protect, while China consid-
ers Taiwan an integral part of its sovereign territory and national identity.

Realists worry that even if China does not aspire to mount a global hegemonic chal-
lenge, it will still desire, as would any great power, a sphere of influence in its immediate
regional neighborhood. In this regard realists expect China to act no differently than
America did during its rise to power. The United States claimed exclusive hierarchi-
cal authority over Central and South America, declaring its intentions as early as the
1820s with the proclamation of the Monroe Doctrine. The postwar Soviet Union asso-
ciated its great power status with the right to control a buffer zone of friendly states in
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Eastern Europe; even today, the much-weaker Russia holds sway in what it terms its
near abroad. Realists do not expect China to act any differently.

A sphere of influence in China’s neighborhood would reach across Asian subre-
gions, impinging on the interests of Japan and Korea in the east, India in the south,
and Indonesia, Thailand and Malaysia among others in the southeast. The most press-
ing problem for realists is that the United States, as a global power with hegemonic
interests in key parts of the world, is already entrenched as a resident power in China’s
regional neighborhoods. America’s global strategy, in effect, precludes China from act-
ing as a normal great power. For China to act as a normal great power would neces-
sitate a fundamental change in America’s grand strategy, and in a region that many
American strategists consider the most vital to US security and economic interests.
Although some type of accommodation is certainly possible, realists fear that the risks
of brinksmanship, crisis management, and miscalculation could lead to conflict as each
side tests the resolve and conception of vital interests of the other. Aside from Taiwan,
the most dangerous flashpoints are the East and South China seas, where China takes
an expansive view of its territorial waters, one that the US Navy and US allies do not
recognize, and defends it with increasing assertiveness.

Realists are thus pessimistic, though not necessarily fatalistic, about the likely geo-
political consequences of China’s rise (Friedberg 2011). It is worth noting that the realist
vision, unlike its liberal counterpart, does not change materially if we posit a future
China that is democratic rather than authoritarian. For realists interests and power
matter more than regime type: as competing great powers the United States and China
will inevitably have conflicting interests even if each is ruled by a democratic regime.

2.2.3. Realist Proposition 3: States in Asia Will Balance in
Response to Some Combination of Power and Threat

A core expectation of realism is that the international system creates incentives for
states to balance power (Levy 2003). Balancing may be internal (i.e., building up mili-
tary capability) or external (i.e., forming alliances). Realists expect multipolar systems
to be characterized more by external balancing and bipolar systems more by internal
balancing. Unipolar systems are unusual; they imply the failure of balancing since one
state has risen to preponderance. Realists foresee that other countries will eventually
balance against the United States in the post-Cold War unipolar setting, and as a tran-
sitional step expect those countries to engage in “soft balancing” or efforts to thwart or
frustrate the activities of an otherwise unconstrained great power (Posen 2011; Walt
2009).

Classical and neorealists diverge over whether states balance in response to mate-
rial capabilities (neorealists) or in response to both capabilities and threats (classical
realists). Classical realists expect variation in state balancing behavior to be driven
not only by the military capabilities of potential adversaries but also by whether or not
those potential adversaries are geographically proximate and the extent to which they
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display aggressive intentions (Walt 1987). Intentions are crucial; in the classical realist
formulation of the security dilemma, to arm oneself against a neighbor with peace-
ful intentions may provoke that neighbor to become more aggressive, while the fail-
ure to arm oneself against a neighbor with aggressive intentions puts one in security
danger. The dilemma is that states must decide how to react against their neighbors
without fully knowing their neighbors’ true intentions. Aggressive states have incen-
tives to hide their true intentions, and over time intentions may change in ways unan-
ticipated by the actors involved. Morgenthau argued that the “fate of nations” rested on
the always difficult assessment of others’ foreign policy intentions (Morgenthau 1978).

To the countries of Asia, China is geographically proximate and, because it is grow-
ing rapidly, potentially threatening. Since the extent to which China appears threat-
ening will affect the calculations and reactions of its neighbors, China has strong
incentives to try to shape how it is perceived in the region. This basic logic of threat and
intention helps us to understand both Chinese foreign policy and the Asian security
environment after the Cold War.

An important turning point in recent Chinese foreign policy took place in the wake
of the Taiwan Strait Crisis of 1995-96. In that crisis China sought to intimidate Taiwan
during an election campaign in order to discourage the Taiwanese support for what
China perceived as the pro-independence sentiments of President Lee Teng-hui. The
Chinese military conducted amphibious assault exercises and a series of missile tests in
the waters surrounding Taiwan to emphasize its concern over Taiwan’s path. Some of
the missiles landed within thirty-five miles of Taiwanese ports, disrupting commercial
ship traffic and causing changes in the flight paths of transpacific jets. China’s coercive
tactics ultimately backfired. The United States responded by moving an aircraft car-
rier group into the Strait as a show of support for Taiwan (though not necessarily for
Taiwanese independence). The Taiwanese people increased their support for President
Lee, and China’s neighbors, alarmed by the show of force, perceived China rather than
Taiwan as a source of regional instability (Ross 2000).

Chinese leaders drew an important lesson and following the crisis adopted a grand
strategy of global and regional reassurance (Goldstein 2005; see also chapters 9 and
20 in this volume). They reasoned that achieving China’s priority goals of economic
growth and development required continued integration into the global economy
and an accommodating, as opposed to hostile, international security environment.
“Peaceful rise” (since 2004 the leadership has used the phrase “peaceful develop-
ment”) is the slogan that captured China’s grand strategic intention. Chinese leaders
wished to convey that their country had embarked on a long-term development path
that would lead it to great power status yet without threatening its neighbors or dis-
rupting international order. As part of the reassurance strategy Chinese leaders exer-
cised self-restraint, for example by signing on to international agreements banning
the testing of nuclear weapons and by resisting the temptation to beggar its neighbors
by depreciating the yuan during the 1997-98 Asian financial crisis. China reversed
its traditional suspicion of multilateralism and embraced it globally and regionally,
joining the WTO in 2001 and taking the diplomatic lead in the Six-Party Talks after
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2003 designed to contain North Korean nuclear ambitions. The peaceful rise strategy
received unexpected assistance after September 11, 2001; the dramatic attacks on US
soil turned US attention for a decade away from East Asia and the geopolitical implica-
tions of China’s rise as it pursued terrorists and so-called rogue states across the Middle
Eastand Southwest Asia.

China’s strategy succeeded until the late 2000s. Its reassuring diplomacy helped to
offset the natural uneasiness felt by its neighbors as Chinese economic and military
power grew rapidly. The global financial crisis of 2008, however, signaled another turn-
ing point. Financial problems within the United States, the self-appointed leader of
the global economic order, precipitated a profound crisis that brought its own econ-
omy and the overall order to the brink of collapse. China, now a formidable economic
power with an alternative economic model, was where the world looked to help. China’s
leadership responded with a massive stimulus package that helped to sustain global
demand and its own rapid economic growth in the face of depressed export markets. In
foreign policy, however, China began to display greater self-confidence and assertive-
ness (Christensen 2011). It reinforced its controversial territorial claims in the South
and East China seas and warned its ASEAN neighbors not to coordinate with outside
powers—such as the United States—in managing their territorial disputes with China.
The Chinese navy and coast guard harassed Japanese and Korean vessels, and China
publicly rebuked the United States and South Korea for holding naval exercises in inter-
national waters near China. Peaceful rise and the reassurance strategy seemed to give
way to a Chinese self-perception of inevitable rise and presumptive great power status.

Analysts continue to debate the extent to which these Chinese initiatives were driven
by a newfound confidence abroad or by insecurity and an effort to placate national-
ist sentiment at home (Ross 2012). Whatever China’s motive, the regional response
to China’s new assertiveness would not surprise classical realists. States in East and
Southeast Asia, despite close economic ties to China, sought closer security relation-
ships with the United States. Australia agreed to allow the United States to base several
thousand marines on Australian territory, the first long-term expansion of the US mil-
itary presence in the Pacific since the end of the Vietnam War (Calmes 2011). Singapore
offered to station US warships and the Philippines, which had evicted US forces from
America’s largest Pacific base two decades earlier, initiated talks aimed at enabling US
ships and ground forces once again to use bases on Philippine soil. The United States
and its former enemy, Vietnam, staged joint naval exercises in July 2011 and later that
year a US Navy vessel called in at Vietnam’s Cam Ranh Bay naval base for the first time
in over thirty years (Whitlock 2012; Hookway 2011). India’s response proved some-
what more ambivalent. On one hand, it welcomed the chance to strengthen coopera-
tion with the United States on nuclear and weapons transfer issues; on the other, it was
reluctant to tilt too closely to the United States and alienate China with whom it shares
disputed borders and status as a BRIC (Brazil, Russia, India, and China) country and
anticolonial power.

The United States, itself alarmed by China’s growing regional assertiveness, was
all too willing to accommodate these closer security ties. America’s own security
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calculations evolved as it witnessed the growth of Chinese power and apparent shift
in China’s intentions. For roughly two decades after the end of the Cold War, US pol-
icy was premised on the liberal idea that if China developed within the confines of
an American-centered international order, it would eventually become a responsible
stakeholder, that is, a supporter of that order and America’s special role within it. In
the aftermath of the financial crisis, however, US policymakers were not so sure. While
certainly not abandoning cooperation, they began to emphasize the more competi-
tive aspects of the US-China relationship while reasserting US economic and security
interests in East Asia. Chinese officials protested that through its closer alliance net-
works America was seeking to encircle and contain China, and highly placed observers
from the two countries warned of a growing sense of distrust in the bilateral relation-
ship (Lieberthal and Wang 2012).

For classical realists, power, interests, and intentions are woven into the same geo-
political cloth. As China’s power and self-confidence increased it slid away from its
strategy of reassurance and began to assert its interests more forcefully. Its behavior
changed the calculations of neighboring states that were watching Chinese power grow
and seeking clues regarding its foreign policy intentions. Neighboring states sought to
strengthen protection from a global power whose own calculations of capabilities and
interests made it willing to oblige.

2.2.4. Realist Proposition 4: Nationalist Sentiment and
Enduring Historical Rivalry Heighten the Potential for
Conflict in Asia

Political liberals—and their neoconservative counterparts on the right of the US politi-
cal spectrum—see democracy as the key driving idea of the modern world. They believe
that democratic states are more peaceful and less threatening than nondemocracies.
For realists, nationalism is the key idea of the modern world. Nationalism inspires peo-
ples to resist domination and helps to explain why European colonial empires could
not endure and why during the Cold War the American and Soviet superpowers could
not impose their wills on Vietnam and Afghanistan respectively. By creating a sense
of solidarity among an in-group in opposition to other nationalist out-groups, nation-
alism is also a source of conflict in the modern international system. Groups employ
nationalism to construct narratives about themselves and their neighbors that can jus-
tify irredentist claims, the taking and retaking of territories and the use of force to set-
tle historical grievances (Van Evera 1994). By focusing on national identities as a source
of conflict, classical realists share more in common with constructivists (see Leheny’s
chapter) than with structural realists, for whom systemic incentives are more impor-
tant than nationalism as causes of war.

Asia is characterized by the unfortunate combination of states with strong nation-
alist sentiment and unresolved historical grievances. Classical realists view this
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combination as heightening the potential for conflict by complicating diplomacy and
dispute resolution efforts and by providing opportunistic governments with tools to
mobilize support among their populations.

East Asia’s nationalist predicament becomes clear when compared with the situa-
tion in contemporary Europe. The modern history of Europe until 1945 is a story of
nationalist-inspired conflicts epitomized by the Franco-German problem that
prompted three major wars and the destabilizing peace of Versailles between 1870 and
1945 (Calleo 1980). Following World War I1, the problem was resolved remarkably as the
two former enemies became bound together as economic partners and military allies
in the face of a common threat and in pursuit of a trans-European project. Nationalist
sentiment dissipated as that European project progressed and today war between these
formerly combative neighbors is virtually unthinkable. Allegiance to the nation-state
exists in contemporary Europe but is now more diffuse and competes with suprana-
tionalist sentiment—the idea of Europe—embedded in the highly developed regional
institutions of the European Union.

Contemporary Asia stands in sharp contrast. Although talk of Asian values and
the Asian way achieved some popularity during the 1990s, there is no Asian institu-
tional project with the scope and depth of the European Union and no pan-Asian iden-
tity that competes with national identities for public allegiance. China, Japan, Korea,
Vietnam, and India possess especially strong national identities that have been rein-
forced by conflicts with neighboring states. Although its rise to great power status has
been overshadowed by that of China, India maintains a strong sense of national pur-
pose and pride in its democratic tradition (see chapter 21). Indian leaders are inclined
neither to defer to China nor to cultivate a pan-Asian identity. Vietnamese national
identity was shaped by centuries of Chinese oppression long before the French or
Americans took up that role. Japan is a relatively homogeneous nation whose Meiji-era
slogan “rich nation, strongarmy” captured the idea of developing institutions based on
national identity to catch up to the West, insulate the nation from Western imperial-
ism, and attain its own great power status (Samuels 1994 and see chapter 19). China has
a long and proud history as the dominant national player in Asia, and more recently
both Chinese and Korean identities have been shaped by the trauma of Japan’s aggres-
sion and occupation during the 1930s and World War II.

Equally important, unlike European states, the nation-states of Asia have not man-
aged to come to terms with their collective brutal history. French and German leaders
have walked hand in hand across World War II battlefields vowing “never again.” In
Asia, the experiences of imperialism, occupation, and war perpetrated in the decades
before and after World War II remain festering grievances that re-emerge in modern
diplomacy as if they occurred last year rather than seventy-five years ago. These his-
torical tensions are omnipresent in Japanese, Chinese, and Korean relations. Japan and
Korea have no alliance relationship despite the fact that each has shaped its national
security strategy around a close bilateral relationship with the United States (Cha 1999
and chapter 38). China and Japan are regional rivals who experience diplomatic cri-
sis whenever Japan releases new textbooks that, in China’s eyes, whitewash Japan’s
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imperial past or whenever high Japanese government officials visit the controver-
sial Yasukuni Shrine, a monument to Japan’s war dead that also houses the remains
of Japanese convicted of war crimes. Japan feels it has apologized sufficiently for past
crimes; China and South Korea find those apologies insincere (Lind 2008). Japan
complains that China’s government manipulates popular anti-Japanese sentiment to
deflect attention from its repressive practices at home (Christensen 1999).

Nationalism and historical animosity by themselves will not lead Asian states to
war. But they make diplomacy more difficult and raise the stakes when Asian states
encounter territorial disputes or conflicts over trade or natural resources. Absent any
fundamental reconciliation, the best that can be hoped for is the management of these
tensions through diplomacy that is responsive to national sensitivities (e.g., Japanese
prime ministers declining opportunities to visit Yasukuni). In the worst case, national-
ism fueled by historical memories becomes part of a toxic mix that includes a regional
power transition and the use of stereotypes to mobilize nationalist sentiment behind
beleaguered governments (Calder 2006).

2.2.5. Realist Proposition 5: Economic Cooperation Is
Difficult in an Uncertain Security Environment

For classical realists, economic and security relations go hand in hand at both the state
and systemic levels of analysis (Mastanduno 1998 and chapter 29 in this volume). State
leaders in a world of anarchy view economic relations as instruments of state power. At
the extreme, they may organize their economic relationships directly and purposely to
serve grand strategic objectives (Hirschman 1945). At the systemic level, realists expect
security allies to conduct cooperative economic relations, and security adversaries to
be cautious about trading with the enemy and at the extreme to practice economic war-
fare against each other (Gowa 1994; Mastanduno 1992).

Many states, of course, are neither explicit allies nor adversaries in relation to their
neighbors. Realists expect that as the security environment among states becomes
less certain and more threatening, economic cooperation will become more difficult.
Threats to the ability of the state to conduct an autonomous foreign policy and the
possibility of war, however remote, always play into the calculations of state leaders
(Kirshner 1999). In a low-threat environment, state leaders will look to promote eco-
nomic cooperation in order to reap the absolute gains from economic exchange. As
threats or security uncertainty increase, state leaders become more wary about rela-
tive gains, or the possibility that, although both parties gain, a potential adversary may
gain disproportionately from economic exchange and over time pose a more formida-
ble security threat than it otherwise would have (Grieco 1990). In short, realists expect
security concerns to shape economic interactions for better or worse.

In this context Asia offers a puzzle for realist analysis. The rise of China, its military
expansion, and its assertion of territorial claims has created a more uncertain security
environment and, at least for some states, a more threatening one. At the same time,
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economic indicators point to deepening integration, a region coming together rather
than pulling apart (Tellis and Wills 2006; Pempel 2005; see also Part IIIB in this vol-
ume). Over the past two decades intraregional trade as a share of total trade for East
Asian countries has grown significantly. Financial and monetary cooperation has
deepened since the Asian financial crisis of 1997-98. Since the end of the Cold War
Asian states have increased participation in bilateral and regional economic coopera-
tion initiatives. China and Japan are potential regional rivals with strained security
ties, yet their bilateral economic relationship has strengthened rather than worsened.
China-Japan relations overall are commonly characterized as “cold politics and hot eco-
nomics.” India and China remain geopolitical and regional rivals, yet as of 2008 China
became India’s leading trading partner and in 2011 the two held their first Strategic
Economic Dialogue. Similarly, the US-China relationship is one of rising security ten-
sions accompanied by deepening interdependence in trade, investment, and finance.

The US regional role offers one solution to the realist puzzle of security and eco-
nomics moving in opposite directions. The United States provides security assurances
directly to some states and indirectly to the region, helping to make East Asia safe for
economic interdependence. The US presence is an insurance policy that mitigates
security uncertainty. A US withdrawal would alter the pattern of regional economic
activity; economic integration would lessen or change direction as neighboring states
organized to balance Chinese power. It is also plausible that at least some states would
bandwagon with China, exchanging their security autonomy in Hirschman-like fash-
ion for the prosperity that results from greater dependence on the region’s dominant
economy. It is not surprising that states, particularly in East and Southeast Asia, have
preferred to hedge and have it both ways—strong security relations with the United
States as insurance against Chinese expansion and the economic benefits of interde-
pendence with both China and the United States.

Since the end of the Cold War the United States and China have struck a grand bar-
gain serving their mutual security and economic interests (Mastanduno 2012). For
China, economic interdependence with the West and the United States has enabled it
to pursue an export-led growth strategy resulting in sustained high levels of economic
growth and development. A benign security environment, one in which China nei-
ther threatens the existing order nor is threatened by it, facilitates and is reinforced
by economic interdependence. From the US perspective, China’s willingness to retain
massive amounts of US dollars has enabled America to have both guns and butter
simultaneously—to run sizable deficits without inflation or the need to make painful
adjustments at home. Deep economic engagement with China has also held out the
anticipated US security benefit of a democratic China with a peaceful foreign policy.
This grand bargain has been shaken by the financial crisis of 2008 and its aftermath,
which have led both countries to rethink their economic strategies and the extent to
which their interests are served by China lending and exporting to the United States,
and the United States borrowing and importing from China, on a massive scale (Cohen
2006). An interesting test of the realist expectation that a colder US-China security
relationship will lead to a colder economic relationship will play out in the years ahead.
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2.3. CONCLUSION

This chapter has explored the contribution of classical realist analysis to our under-
standing of post-Cold War Asia. Classical realism offers insights into why the secu-
rity environment in Asia has remained relatively stable (proposition 1), and why it may
deteriorate in the years ahead (propositions 2, 3, and 4). It also calls attention to the
puzzling combination of growing regional economic interdependence in an increas-
ingly uncertain security environment, and provides some ideas on how one might
resolve that puzzle (proposition s).

The analysis of this chapter suggests that two variables will be most significant in
determining the course of security relations in Asia in the near future. The first is the
role of the United States. Inlight of China’s remarkable rise, if the United States remains
engaged in Asia it is likely to discourage Chinese expansion, provide reassurance to
China’s neighbors, and maintain an environment conducive to continued economic
interdependence. A US withdrawal from the region would increase uncertainty as a
more powerful China might be tempted to pursue its territorial ambitions while neigh-
boring states faced the dilemma of whether to balance against China or bandwagon
with itin both security and economic terms. The second key variable concerns Chinese
foreign policy. After a recent bout of foreign policy assertiveness that has alarmed its
neighbors, China has the option to return to its grand strategy of reassurance, essen-
tially as it did following the Taiwan crisis of 1995-96. Alternatively, Chinese leaders
might calculate that the United States is a declining power that must retrench global
commitments for economic reasons, leaving China the opportunity to dominate East
and Southeast Asia. The most prominent fear of classical realists is conflict triggered by
miscalculation. For example, the United States could fail to signal clearly its determi-
nation to defend its current interests in Asia, leaving China to misperceive that it has
a regional free hand. Alternatively, China might signal by words and deeds a greater
regional assertiveness than it intends, leading the United States to overreact and trigger
an action-reaction cycle of conflict between the world’s dominant power and perceived
rising challenger.

Realists place less weight analytically and less confidence politically on two other
possible sources of regional stability. Regional institutions such as ASEAN, the ASEAN
Regional Forum, or APEC are only as strong as the great power interests behind them;
realists would expect these institutions to play a minor role in any effort to arrest a dete-
riorating security environment. Similarly, realists appreciate that regional economic
interdependence may help to reinforce peaceful security relations. But, as the case of
World War I, in which Britain and Germany were deeply interdependent economically
yet nevertheless went to war, demonstrates, the fear of disrupting positive economic
linkages would not hold back determined nation-states from playing out a competition
for regional mastery by diplomacy if possible and by military means if necessary.
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Over the longer term, regional security will be determined primarily by whether
China continues to rise and if so, how the United States reacts. We should bear in mind
that a collapse in Chinese growth or significant disruption in Chinese politics would
also have profound and detrimental effects on Asian regional security. Assuming that
China’s rise continues, classical realists hold out the hope for peaceful change—that
two dominant powers might find an accommodation that serves their respective inter-
ests while mitigating the potential for serious conflict. The great concern of classical
realism, to paraphrase Thucydides, is the rise of Chinese power and the fear it causes in
the United States and others in the region.

REFERENCES

Acharya, Amitav. 2003. “Regional Institutions and Asian Security Order: Norms, Power, and
Prospects for Peaceful Change.” In Asian Security Order: Instrumental and Normative
Features, edited by Muthiah Alagappa, 210-40. Stanford, CA: Stanford University Press.

Alagappa, Muthiah, ed. 2003. Asian Security Order: Instrumental and Normative Features.
Stanford, CA: Stanford University Press.

Art, Robert. 2003. A Grand Strategy for America. Ithaca, NY: Cornell University Press.

Baldwin, David, ed. 1993. Neorealism and Neoliberalism: The Contemporary Debate.
New York: Columbia University Press.

Beeson, Mark. 2006. Bush and Asia: America’s Evolving Relations with East Asia.
London: Routledge.

Bull, Hedley 1995. The Anarchical Society: A Study of Order in World Politics. 2nd ed.
London: Macmillan.

Calder, Kent. 2006. “China and Japan’s Simmering Rivalry.” Foreign Affairs 85, 2: 129-39.

Calleo, David. 1980. The German Problem Reconsidered: Germany and the World Order 1870
to the Present. Cambridge: Cambridge University Press.

Calmes, Jackie. 2011. “A U.S. Marine Base for Australia Irritates China.” New York Times,
November 16.

Carr, E. H. 1939. The Twenty Years’ Crisis: An Introduction to the Study of International
Relations. New York: Harper and Row.

Cha, Victor. 1999. Alignment Despite Antagonism: The United States-Korea-Japan Security
Triangle. Stanford, CA: Stanford University Press.

Christensen, Thomas. 1999. “China, the U.S.-Japan Alliance, and the Security Dilemma.”
International Security 23, 4: 49-80.

Christensen, Thomas. 2011. “The Advantages of an Assertive China: Responding to Beijing’s
Assertive Diplomacy.” Foreign Affairs 90, 2: 54-67.

Clinton, Hillary. 2011. “America’s Pacific Century.” Foreign Policy, November, 56-63.

Cohen, Stephen D. 2006. “The Superpower as Super-debtor: Implications of Economic
Disequilibria for U.S.-Asian Relations. In Strategic Asia 2006-0y: Trade, Interdependence,
and Security, edited by Ashley Tellis and Michael Wills, 29-63. Seattle: National Bureau of
Asian Research.

Economist. 2011. “Becoming Number One.” Special Report: The World Economy, September
24,5.



42 THEORETICAL APPROACHES

Foot, Rosemary, and Andrew Walter. 2011. China, the United States, and Global Order.
Cambridge: Cambridge University Press.

Frankel, Benjamin. 1996. “Realism: Restatements and Renewal.” Security Studies (Special
Issue) Vs, 3.

Friedberg, Aaron. 1988. The Weary Titan: Britain and the Experience of Relative Decline, 1895-
1905. Princeton, NJ: Princeton University Press.

Friedberg, Aaron. 1993-94. “Ripe for Rivalry: Prospects for Peace in a Multipolar Asia.”
International Security 18, 3: 5-33.

Friedberg, Aaron. 2011. A Contest for Supremacy: China, America, and the Struggle for Mastery
in Asia. New York: Norton.

Gates, Robert. 2008. “Challenges to Stability in the Asia-Pacific.” Address at the Seventh IISS
Asia Security Summit Shangri-La Dialogue, May 31, accessed January 4, 2013, www.iiss.
org.

Gilpin, Robert. 1975. U.S. Power and the Multinational Corporation. New York: Basic Books.

Gilpin, Robert. 1981. War and Change in World Politics. Cambridge: Cambridge University
Press.

Gilpin, Robert. 1996. “No One Loves a Political Realist.” Security Studies 5, No. 3: 3-26.

Gilpin, Robert. 2000. The Challenge of Global Capitalism: The World Economy in the 21st
Century. Princeton, NJ: Princeton University Press.

Goldstein, Avery. 2005. Rising to the Challenge: China’s Grand Strategy and International
Security. Stanford, CA: Stanford University Press.

Gowa, Joanne. 1994. Allies, Adversaries, and International Trade. Princeton, NJ: Princeton
University Press.

Grieco, Joseph.1990. Cooperation among Nations: Europe, America, and Non-tariff Barriers to
Trade. Ithaca, NY: Cornell University Press.

Hirschman, Albert. 1980. National Power and the Structure of Foreign Trade. 1945. Reprint,
Berkeley: University of California Press.

Hookway, James. 2011. “Old U.S. Foe Proves Useful in Asia.” Wall Street Journal, November
18, A12.

Ikenberry, John. 2001. After Victory: Institutions, Strategic Restraint, and the Rebuilding of
Order after Major War. Princeton, NJ: Princeton University Press.

Ikenberry, John. 2008. “Rise of China and Future of the West.” Foreign Affairs 87, 1: 23-37.

Ikenberry, John, and Michael Mastanduno. 2003. International Relations Theory and the
Asia-Pacific. New York: Columbia University Press.

Jervis, Robert. 1976. Perception and Misperception in International Politics. Princeton,
NJ: Princeton University Press.

Jervis, Robert. 2009. “Unipolarity: A Structural Perspective.” World Politics 61, 1: 188-213.

Kapstein, Ethan, and Michael Mastanduno, eds. 1999. Unipolar Politics: Realism and State
Strategies after the Cold War. New York: Columbia University Press.

Keohane, Robert, ed. 1986a. Neorealism and Its Critics. New York: Columbia University Press.

Keohane, Robert. 1986b. “Theory of World Politics: Structural Realism and Beyond.” In
Neorealism and Its Critics, edited by Robert Keohane, 158-203. New York: Columbia
University Press.

Kirshner, Jonathan. 1999. “The Political Economy of Realism.” In Unipolar Politics: Realism
and State Strategies after the Cold War, edited by Ethan Kapstein and Michael Mastanduno,
69-102. New York: Columbia University Press.

Kupchan, Charles. 1994. The Vulnerability of Empire. Ithaca, NY: Cornell University Press.


http://www.iiss.org
http://www.iiss.org

REALISM AND ASIA 43

Layne, Christopher. 1997. “From Preponderance to Offshore Balancing: America’s Future
Grand Strategy.” International Security 17: 5-51.

Lebow, Richard Ned. 1994. “The Long Peace, the End of the Cold War, and the Failure of
Realism.” International Organization 48: 249-78.

Legro, Jeffrey. 2007. “What China Will Want: Future Intentions ofa Rising Power.” Perspectives
on Politics 3, 5: 515-34

Legro, Jeffrey, and Andrew Moravscik. 1999. “Is Anybody Still a Realist?” International
Security 21, 2: 5-55.

Levy, Jack. 2003. “Balances and Balancing: Concepts, Propositions, and Research Design.”
In Realism and the Balancing of Power: A New Debate, edited by John Vasquez and Colin
Elman, 128-53. Saddle River, NJ: Prentice Hall.

Lieberthal, Kenneth, and Wang Jisi. 2012. Addressing U.S.-China Strategic Distrust.
Washington, DC: Brookings Institution.

Lind, Jennifer. 2008. Sorry States: Apologies in International Politics. Ithaca, NY: Cornell
University Press.

Lobell, Steven, Norrin Ripsman, and Jeftrey Taliaferro. 2009. Neoclassical Realism, the State,
and Foreign Policy. Cambridge: Cambridge University Press.

Mahbubani, Kishore. 2007. “Wake Up, Washington: The US Risks Losing Asia.” Global Asia
2,2:16-23.

Mastanduno, Michael. 1992. Economic Containment: CoCom and the Politics of East-West
Trade. Ithaca, NY: Cornell University Press.

Mastanduno, Michael. 1998. “Economics and Security in Statecraft and Scholarship.”
International Organization 52, 4: 825-54.

Mastanduno, Michael. 2003. “Incomplete Hegemony: The United States and Security Order
in Asia.” In Asian Security Order: Instrumental and Normative Features, edited by Muthiah
Alagappa, 141-70. Stanford, CA: Stanford University Press.

Mastanduno, Michael. 2009. “System Maker and Privilege Taker: U.S. Power and the
International Political Economy.” World Politics 61,1: 121-54.

Mastanduno, Michael. 2014. “Orderand Change in World Politics: The Financial Crisisand the
Breakdown of the U.S.-China Grand Bargain.” In War and Change in World Politics: Thirty
Years Later, edited by John Ikenberry, forthcoming, Cambridge University Press.

Mastanduno, Michael, and Ethan Kaptein. 1999. “Realism and State Strategies after the Cold
War.” In Unipolar Politics: Realism and State Strategies after the Cold War, edited by Ethan
Kapstein and Michael Mastanduno, 1-27. New York: Columbia University Press.

Mearsheimer, John. 1990. “Back to the Future: Instability in Europe after the Cold War.”
International Security 15: 5-56.

Mearsheimer, John. 2006. “China’s Unpeaceful Rise.” Current History 105, 690: 160-62.

Morgenthau, Hans. 1978. Politics among Nations: The Struggle for Power and Peace. sth ed.
New York: Knopf.

Nye, Joseph. 1995. “The Case for Deep Engagement.” Foreign Affairs 74, 4: 90-102.

Onea, Tudor. 2012. “Putting the ‘Classical” in Neoclassical Realism: Neoclassical Realist
Theories and US Expansion in the Post-Cold War.” International Relations 26, 2: 139-64.

Pempel, T. J. 2005. Remapping East Asia: The Construction of a Region. Ithaca, NY: Cornell
University Press.

Posen, Barry. 2011. “From Unipolarity to Multipolarity: Transition in Sight?” In International
Relations Theory and the Consequences of Unipolarity, edited by John Ikenberry, Michael
Mastanduno, and William Wohlforth, 317-41. Princeton, NJ: Princeton University Press.



44 THEORETICAL APPROACHES

Rock, Stephen. 1989. Why Peace Breaks Out: Great Power Rapprochement in Historical
Perspective. Chapel Hill: University of North Carolina Press.

Rose, Gideon 1998. “Neoclassical Realism and Theories of Foreign Policy.” World Politics
51:144-72.

Ross, Robert. 2000. “The 1995-96 Taiwan Strait Confrontation: Coercion, Credibility, and the
Use of Force.” International Security 25, 2: 87-123.

Ross, Robert. 2012. “The Problem with the Pivot: Obama’s New Asia Policy is Unnecessary
and Counterproductive.” Foreign Affairs 91, 6: 70-81.

Samuels, Richard. 1994. Rich Nation, Strong Army: National Security and the Technological
Transformation of Japan. Ithaca, NY: Cornell University Press.

Schweller, Randall. 2006. Unanswered Threats: Political Constraints on the Balance of Power.
Princeton, NJ: Princeton University Press.

Schweller, Randall. 1999. “Realism and the Present Great Power System: Growth and Positional
Conflict over Scarce Resources.” In Unipolar Politics: Realism and State Strategies after the
Cold War, edited by Ethan Kapstein and Michael Mastanduno, 28-68. New York: Columbia
University Press.

Snyder, Jack. 1991. Myths of Empire: Domestic Politics and International Ambition. Ithaca,
NY: Cornell University Press.

Tellis, Ashley, and Michael Wills, eds. 2006. Strategic Asia 2006-07: Trade, Interdependence,
and Security. Seattle: National Bureau of Asian Research.

Thucydides. 1954. The Peloponnesian War. Translated by Rex Warner. New York: Penguin
Books.

Tow, William, ed. 2009. Security Politics in the Asia-Pacific: A Regional-Global Nexus?
Cambridge: Cambridge University Press.

Van Evera, Stephen. 1994. “Hypotheses on Nationalism and War.” International Security 18,
4:5-39.

Vasquez, John. 1998. The Power of Power Politics: From Classical Realism to Neotraditionalism.
Cambridge: Cambridge University Press.

Walt, Stephen. 1987. The Origins of Alliances. Ithaca, NY: Cornell University Press.

Walt, Stephen. 2009. “Alliances in a Unipolar World.” World Politics 61, 1: 86-120.

Waltz, Kenneth. 1979. Theory of International Politics. Reading, MA: Addison-Wesley.

Wan, Ming. 2003. “Economic Interdependence and Economic Cooperation: Mitigating
Conflict and Transforming Security Order in Asia.” In Asian Security Order: Instrumental
and Normative Features, edited by Muthiah Alagappa, 280-310. Stanford, CA: Stanford
University Press.

Whitlock, Craig. 2012. “U.S. Seeks to Expand Presence in Philippines.” Washington Post,
January 26, 1.

Wohlforth, William. 2009. “Unipolarity, Status Competition, and Great Power War.” World
Politics 61,1: 28-57.

Wohlforth, William. 2011. “Gilpinian Realism and International Relations.” International
Relations 25, 4: 499—511.



CHAPTER 3

......................................................................................................

THE LIBERAL VIEW OF THE
INTERNATIONAL RELATIONS OF
ASTA
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STEPHAN HAGGARD

THE liberal view of international relations rests on three foundational pillars; they
address how domestic politics, institutions, and economic relations affect interna-
tional relations. The first—and most basic—notes that the incidence of cooperation
and conflict, peace and war, cannot be read from either the static distribution of power
or changes in it. We have to understand national preferences: what countries seek in
their relations with others (Moravcsik 1997). Nor, as realists have done, can interests
simply be imputed, such as in generic claims that states seek power or balance against
threats. Full understanding of national preferences demands theorizing and investi-
gating how underlying social preferences are mediated by political institutions to gen-
erate foreign policy. The liberal view of international politics is thus a bottom-up rather
than top-down approach; it takes as its starting point the convergence and divergence
of the politically defined foreign policy interests of the relevant parties.

The second pillar of the liberal view considers that cooperation is possible in interna-
tional politics, that it can be institutionalized, and that institutions matter in sustaining
cooperation and resolving disputes (Keohane 1984). Institutions are not just an epiphe-
nomenal superstructure, as crude realism might contend. Rather, they can constrain
actors. They do so not through a mythic supranational capacity to command—Iliber-
als no less than realists understand the anarchic elements of the international order—
but rather they have consequences because they yield efficiencies and benefits: in the
negotiation process; in securing mutual policy adjustments; in providing information;
in implementation; in dispute resolution. Moreover, a growing body of empirical evi-
dence suggests that institutions not only facilitate functional cooperation, but they also
have the broader effect of moderating conflict (Russett and Oneal 2001; Mansfield and
Pevehouse 2003). States, particularly major powers, may choose to forgo the benefits
of institutionalized cooperation in favor of more ad hoc arrangements, bilateralism,
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or unilateralism. States also can—and do—renege on their obligations. But the choice
to forgo the benefits of institutions comes at considerable cost, including to national
reputations.

The third pillar of the liberal view of international politics concerns the conse-
quences of interdependence, including but not limited to economic interdepen-
dence. Firms, banks, NGOs, social and religious organizations, and individuals
cross—and exchange funds, goods, and services across—borders because it is in
their interest do so. There are gains from trade in terms of economic interdepen-
dence. In principle, states possess the capacity to restrict cross-border movement
or to pursue bellicose foreign policies that expose cross-border economic relation-
ships to risk, but they must consider the international and domestic political and
economic costs of doing so.

This outline of the liberal research program is couched in the language of cost and
benefit because the approach is typically conflated with normative positions that advo-
cate for international institutions or free trade, or with an idealism in international
politics. However, as will be discussed, this is neither an exclusive nor defensible con-
nection: peace and cooperation are a function of national preferences and political
institutions, which may diverge as well as converge. Institutions may provide benefits,
but they have to be negotiated among parties, and their depth, scope, and moderating
effects will depend on the outcome of those negotiations. And while economic interde-
pendence generates net benefits to countries, it also carries sovereignty and adjustment
costs and can be manipulated to political ends. The liberal tradition, no less than the
realist one, has its somber side, but it identifies different risks and opportunities from
those emphasized by its realist counterpart (Haggard 2014).

This chapter applies these arguments to an understanding of the international rela-
tions of Asia. The first section outlines a simple model of cooperation that is rooted in
the convergence and divergence of interests. Although Asia has become increasingly
economically open and democratic, it is by no means a community of democracies.
Asia remains politically and economically heterogeneous in ways that are significant
to prospects for order and peace; a review of empirical indicators of differences in eco-
nomic and political development, economic policies and foreign policy alignments in
Asia suggests a number of constraints on cooperation in the region. Regardless of these
constraints, however, Asia’s diversity has not stymied regional cooperation: to the con-
trary, institutions have proliferated.

In the presence of heterogeneity, however, there is a trade-off between the widen-
ing of cooperation and institutions through inclusion of new members and deepening
through more robust commitments. The Asian pattern of community building—the
so-called ASEAN Way—has opted for inclusion over depth. This choice has influ-
enced how decisions are made, the nature of commitments, and the extent of delega-
tion to regional bodies. The regional institutional order is more fragmented than in
Europe—characterized by multiple organizations with overlapping memberships—
but also shallower, with fewer binding and enforceable commitments among the par-
ties. However, the trend toward institutionalization and even legalization is clear, and
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a number of strategies have been pursued to finesse the region’s diversity, including
smaller convergence clubs.

The last section considers the well-known economic integration of the region and its
political consequences (see in particular Part IIIB). In his contribution to this volume
(chapter 2), Michael Mastanduno offers the realist hypothesis that “economic coopera-
tion is difficult in an uncertain security environment.” The liberal counter is that an
uncertain security environment is costly when economic integration is deep. Not all
countries in the region have been economically integrated with their neighbors: North
Korea and Burma provide examples. Moreover, constraint—even powerful con-
straint—is not the equivalent of a guarantee that conflict will be avoided. However, the
moderating effect of economic interdependence on conflict remains a sustained—and
testable (Goldsmith 2007)—hypothesis arising out of the liberal approach.

In sum, the liberal view generates a mixed set of expectations for the future of inter-
national relations in Asia (Haggard 2014). Overall, the diversity of the region has not
precluded increasing cooperation and institutionalization, but it has affected its form.
Rather than the European pattern of relatively homogeneous countries converging
around a common set of institutions, we find a more fragmented and overlapping insti-
tutional structure, knit together by an increasingly complex economic division of labor
that nonetheless acts as a constraint on foreign policies. However, some authoritarian or
semiauthoritarian regimes and closed economies participate less regularly in regional
institutions and cross-border exchanges and have been the source of significant ten-
sions and even overt conflicts. The realists emphasize the uncertainties associated with
changing power dynamics, most notably the rise of China. The liberal framework, by
contrast, also perceives uncertainties in the region but places much greater weight on
domestic political and economic change in the region, including but by no means lim-
ited to China. In contrast to the great power focus of the realist canon, middle and even
small countries—North Korea, Pakistan, Iran—can also pose large political challenges.

3.1. PREFERENCES AND COOPERATION: THE
CHALLENGE OF HETEROGENEITY

If realists are interested in the conditions that give rise to conflict, and particularly
overt conflict, the liberal intellectual tradition places greater emphasis on the flip side
of the coin: the conditions under which cooperation emerges. Political scientists tend
to model cooperation as a mutual adjustment of policies (Keohane 1984; Hawkins
et al. 2006; Epstein and O’Halloran 2008). Economists consider centralized provision
of public goods financed by contributions from the members (for example, Alesina,
Angeloni, and Etro 2005). Yet in both approaches, countries cooperate because of
mutual gains. Nations create and join institutions because they provide public goods
from which their members benefit.
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Yet at the same time, cooperation and membership in institutions entail sovereignty
costs, as countries adjust existing policies in order to reap gains from cooperation.
Cooperation, including institutionalized cooperation, is thus more likely to occur
among countries with similar or contiguous preferences. Countries with similar pref-
erences can cooperate or create institutions without having to move policies far from
their stand-alone ideals. Those who want either more cooperation than others in the
group (“high-demanders”) or less (“low-demanders”) pay high sovereignty costs from
cooperation. High-demanders threaten incumbents with further policy adjustments if
they are granted any decision-making influence after entry into existing or new institu-
tions or agreements. The admission of low-demanders, by contrast, poses the opposite
problem of diluting the gains of the organization. These conflicts between high- and
low-demanders have been a perennial feature of the politics of regional institutions,
including in Asia: are organizations doing too little or too much?

Table 3.1 follows Hix (2010) in outlining several components of the region’s hetero-
geneity. It focuses on three overlapping groups of countries that have already institu-
tionalized cooperation to some extent: the Association of Southeast Asian Nations
(ASEAN); the more inclusive East Asian Summit; and the yet more inclusive APEC,
which comprises not only Asian countries but a handful of Latin American ones as
well. ASEAN is significant because of its historical influence on regional norms. APEC
by contrast reflects the most expansive conception of the Asia-Pacific, although it omits
India, a rising power that is a member of the EAS (see also chapter 34). The table com-
pares the Europe of the EU with these three Asian groupings using indicators designed
to capture differences in economic and political development; economic policy; and
international alignments. The table reports mean values on the indicators and their
standard deviation as an indicator of heterogeneity.

Europe is very much richer on average than any of the Asian groupings, although in
terms of level of development, the incorporation of the Southern and Eastern European
countries has resulted in a more diverse union. However, the differences between devel-
oped and developing countries are even more evident in all of the Asian groupings.
This diversity has been a consistent source of political differences within the region
over the policy commitments governments can be expected to take on. Noteworthy
examples include expectations with respect to the liberalization of trade and commit-
ments with respect to the reduction of greenhouse gas emissions. Nor have these issues
arisen with respect to small developing countries only; they have become significant
points of contention with India and China as well.

If we look at domestic political structures we see even greater variation. The EU is
made up entirely of democracies (indeed, it is a prerequisite for membership). The evo-
lution of a supranational political structure in Europe rests in no small measure on this
underlying political convergence. EU institutions have also taken a democratic form,
including a European Parliament, and have even granted standing to individuals, for
example with respect to human rights issues before the European Court of Justice
(compare with Asia, chapter 30).
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APEC has a mean score on regime type that is just below the standard threshold
for democratic rule (6 on the Polity scale from —10 to +10). This fact alone is a striking
indicator of the extent of political change in the region. But the standard deviation of
regime type in APEC is roughly equal to the mean. In ASEAN, the extraordinary polit-
ical diversity yields a mean score of approximately zero, squarely in authoritarian terri-
tory. If we turn our gaze further west, to South and particularly Central Asia, political
diversity becomes even more marked. Iran and the former Soviet Central Asian repub-
lics are authoritarian or semiauthoritarian in form. Pakistan has oscillated between
authoritarian and democratic rule throughout its entire history and at this point in
time, Afghanistan can only be described as a failed state.

Differences in regime type, and the social coalitions that support regimes of differ-
ent types (Solingen 1998), not only raise questions about the prospects for cooperation
and the formation of international institutions. Political differences of this sort and
magnitude also raise the more fundamental issue of the prospects for peace. One of the
more robust findings in the liberal tradition of international politics is the hypothesis
of a democratic peace. Democracies do not fight one another. However, they do go to
war against authoritarian adversaries, suggesting that regional heterogeneity in regime
type increases the risk of conflict (for example, Russett and Oneal 2001). Although the
empirical findings with respect to transitional regimes are more mixed (Narang and
Nelson 2009; Lind 2011 on Asia), liberalizing polities and new democracies may also be
particularly vulnerable to nationalist appeals and bellicose foreign policies (Mansfield
and Snyder 2005).

The concerns about the effects of regime type on the prospects for peace have been
raised regarding Chinese foreign policy and are of obvious relevance to any under-
standing of North Korea and Iran as well. Moreover, the concern that liberalization
will drive nationalist or antiforeign sentiment has explicitly been raised with respect
to China (Shirk 2007) and is a leitmotif of US concern with respect to Pakistan as well.

Indicators of economic policy and preferences yield some surprises, reflecting the
substantial reforms that have taken place across the region in the postwar period. An
aggregate measure of “economic freedom” constructed by the Heritage Foundation
and Wall Street Journal has a strong libertarian foundation, capturing property rights,
freedom of movement for labor, capital, and goods—including trade and investment—
as well as measures of the fiscal burden and price stability. Because of the presence of
advanced industrial states and countries such as Hong Kong and Singapore, the mean
value of this indicator for the pan-Pacific APEC grouping is not that much different
from Europe, where larger governments and labor market policies depress scores.
However, when we isolate two dimensions of the index dealing with economic open-
ness—trade and investment freedom—we see that Europe has a much higher mean
score and reveals much lower variance than any of the Asian groupings (see chapters 14
and 17). Although economic reforms have dramatically shifted the political economy of
the region, differences in foreign economic policy have placed limits on encompassing
economic agreements, such as the proposal for a Free Trade Area of the Asia-Pacific
(FTAAP).
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Finally, it is important to underscore that the liberal approach to world politics does
not ignore the international relations of states; it differs from realism primarily in its
greater attention to their preferences. The affinity score reported in table 3.1 captures
the extent to which the countries in the region vote with the United States in the UN
General Assembly, a simple proxy of foreign policy alignment. The theoretical range
for any country is from —1 (never voting with the United States) to +1 (always voting
with the United Stats); the scores are simply averaged across the regional memberships.
In all three of the Asian regional groupings, the affinity score with the United States is
negative although once again portraying high variance. Cooperation and institutional
development in the region still face the headwinds of an array of foreign policy differ-
ences, including among the major powers.

In sum, the liberal view of international politics traces the ultimate source of cooper-
ation, the formation of institutions and their design to convergence of preferences and
even of domestic institutions among countries. Europe is by no means homogeneous,
but on almost all salient dimensions identified, the diversity of Asia is greater: with
respect to level of development and economic model. These differences have placed
limits on the ability to converge around common approaches to the liberalization of
trade and investment or the development of common regulatory standards.

The region is also characterized by highly diverse political structures, ranging from
authoritarian cases such as North Korea and China through intermediate regimes,
such as Singapore and Malaysia, to new democracies and well-established ones. These
political differences not only circumscribe the extent to which governments are willing
to cooperate and delegate to international institutions but also raise more fundamental
questions about the prospects for peace.

3.2. INTERNATIONAL INSTITUTIONS
IN THE ASIA-PACIFIC

Despite these types of differences, a central claim of the liberal approach to interna-
tional relations is that cooperation among heterogeneous states is still possible, that
it can be institutionalized, and that institutions matter in sustaining cooperation and
reducing conflict. The first two of these claims may seem anodyne, but it is important to
remember that pessimism about institutional development in the Asia-Pacific has been
aleitmotif of the literature on the region for years. The explanations for the stylized fact
of underinstitutionalization range from factors favored by constructivists—culture
(Acharya 2000, 2009), historical animosities and nationalism (Rozman 2004; Shin and
Sneider 2007)—to those deriving from the realist canon, such as the legacies of the Cold
War (Ikenberry and Moon 2008; Aggarwal and Koo 2008) and geostrategic rivalries
among the major powers (Grieco 1997; Green and Gill 2009). Liberal arguments have
even been turned against themselves. Despite claims that economic interdependence
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should generate demands for institutional deepening, Katzenstein (2005) has pointed
out that market integration and dense cross-border production networks in Asia may
have mitigated pressures for the creation of regional multilateral institutions.

Despite this pessimism, institutions have in fact mushroomed in the Asia-Pacific
since the end of the Cold War (see chapters 34 and 36). Gorbachev’s Vladivostock
speech of 1986 and the gradual embrace of multilateralism on the part of China since
the mid-1990s (Goldstein 2005) had a profound impact on the prospects for building
regional institutions that cut across Cold War divides. We can now identify a number
of major institutional complexes centered in East Asia, setting aside for the moment
the proliferation of free trade agreements (FTAs), to which I return in the next sec-
tion: the ASEAN proper, including the ASEAN Free Trade Area (AFTA) and the
ASEAN Economic Community (AEC); the ASEAN+3 (APT) and associated institu-
tions such as the Chiang Mai Initiative (CMI); the Trilateral Summits among China,
Japan and Korea that spun out of the ASEAN+3 processes; the East Asian Summit; and
the Asia-Pacific Economic Cooperation (APEC). Following a somewhat different insti-
tutional trajectory from these East Asian and Asia-Pacific groupings are the Shanghai
Cooperation Organization, which includes China, Kazakhstan, Kyrgyzstan, Russia,
Tajikistan, and Uzbekistan, and the South Asian Association for Regional Cooperation
(SAARC), which now has eight members.!

The last claim outlined above—that institutions matter for enhancing cooperation
and limiting conflict—is more contentious. Despite the proliferation of formal orga-
nizations, these institutions appear “shallow” or “thin,” and in several senses (Kahler
2001; Haggard 2013a; Pekkanen 2013):

o Institutions operate on the basis of consensus decision-making procedures that
push toward modest “lowest common denominator” agreements.

« Commitments are nonbinding, voluntary, and in some cases simply imprecise. As
a result, they are not credible, and it is difficult for adjudication and third-party
enforcement to evolve.

o The extent of delegation to standing international secretariats or bureaucracies is
limited.

o As a result, the apparently dense institutional environment is partly informal,
does not always constrain actors in a meaningful way, and does not provide the
foundation for a more rule-governed or peaceful regional order.

In this section, I draw on a wide-ranging literature on the design of international
institutions (Goldstein et al. 2000; Koremenos, Lipson, and Snidal 2003; Epstein and
O’Halloran 2008; Vaubel 2006; Bradley and Kelly 2008: Pekkanen 2013) to assess these
claims and demonstrate their limitations. Preference heterogeneity and consensus
decision-making have limited the nature of commitments and the extent of delega-
tion, but they have also accommodated the interests of a wider array of parties. I also
consider some dynamic aspects of the institutional landscape, including conver-
gence clubs and the prospects for “organizational cascades”; circumstances in which
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competing institutions generate pressures for more cooperation. Moreover, I underline
anew strand of the “commercial peace” literature that highlights the role that overlap-
ping institutional memberships appear to play in dampening conflict.

3.2.1. Decision-Making Rules, Commitments, and Delegation

AsInoted above, there is a clear trade-off between the breadth of interests represented
in regional institutions and their ability to forge substantive agreements, in short
between widening and deepening. The large institutional complexes that we identified
above have generally opted for more inclusive and diverse memberships, and this has of
necessity affected decision-making rules.

The most inclusive intergovernmental voting rule is a requirement for unanimity
or consensus; such consensus is often considered a defining feature of the “ASEAN
Way,” and one that has gradually been extended to other institutions in the region.
Former ASEAN secretary-general Severino (2006, 34) points out that this conception
of ASEAN decision-making misrepresents what actually happens in the organization:

Consensus on a proposal is reached when enough members support it—six, seven,
eight or nine, no document specifies how many—even when one or more have mis-
givings about it, but do not feel strongly enough about the issue to block action on
it. Not all need to agree explicitly. A consensus is blocked only when one or more
members perceive the proposal to be sufficiently injurious to their national interests
for them to oppose it outright.

Despite this important nuance, it is clear that until some adjustments in the ASEAN
Charter (2007), the “ASEAN Way” was strongly intergovernmental and emphasized
consensus decision-making. Acharya (2009) shows how these rules reflected very par-
ticular concerns about sovereignty costs among newly independent countries. But
these procedures also reflected substantial heterogeneity within ASEAN itself, a prob-
lem that only became more acute with the accession of Vietnam, Laos, Cambodia, and
Burma, as table 3.1 shows clearly (Ravenhill 2007; Jones and Smith 2007).

Yet the depth of cooperation was not simply bounded by consensus decision-making;
commitments in some organizations have also tended to be nonbinding and impre-
cise (Pekkanen 2013). Under the so-called Kuching Consensus (1990), for example,
ASEAN agreed to the formation of APEC only if the organization would not engage
in formal negotiations that would lead to binding commitments on its members.
The Bogor Declaration (1994) and the Osaka Action Agenda (1995) sought to finesse
these constraints by permitting voluntary action toward the goal of “free and open
trade and investment.” But countries simply offered what they were already doing as
commitments.

There is limited evidence of an effort to move beyond consensus decision-making.
The most interesting effort in this direction is the case of the multilateralization
of the Chiang Mai Initiative, a financial cooperation scheme that involves weighted
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voting: China, Japan, and Korea have preponderant influence (Grimes 2009 and
chapter 15 in this volume; Henning 2009). However, such weighted voting schemes are
still decidedly intergovernmental and there have been no moves toward direct voter
input through the creation of regional parliaments. The potential for a more active
NGO role in international institutions is similarly bounded. If there is a democratic
deficit in Europe, there is a yawning chasm in Asia (Hix 2010). The persistence of
authoritarian rule in a number of significant countries in the region, including but by
no means limited to China, is likely to block the evolution of direct voter or NGO rep-
resentation at the multilateral level.

The combination of consensus decision-making rules, imprecise commitments, and
informality has naturally limited the extent of delegation in the region. The secretari-
ats of the various institutional complexes I have outlined above are generally weak. East
Asian institutions have undertaken considerable delegation for the purposes of “research,
advice and agenda-setting,” but it is precisely for this reason that regional institutions
such as APEC are frequently derided as mere talk shops. Moreover, even high-powered
advisory bodies often do little more than recreate the heterogeneity among the princi-
pals. The most famous regional example of this sort was the well-known disagreements
among APEC’s Eminent Persons Group over the concept of “open regionalism.”

Consensus decision-making and imprecise rules have also limited dispute settlement
procedures. ASEAN’s Protocol on the Enhanced Dispute Settlement Mechanism (DSM,
2004), for example, appeared to advance a more binding DSM process. But closer inspec-
tion reveals that the Senior Economic Officials Meeting (SEOM)—a key intergovern-
mental body—plays a central role in the process, and decision-making on that body has
tended to be consensual. Not surprisingly, the process has received little use. Although
there have been marginal steps to strengthen monitoring and surveillance through
so-called peer review, such procedures are along way from more formal legalization.

3.2.2. Finessing Preference Heterogeneity: Convergence
Clubs, Institutional Cascades, and the Institutional
Commercial Peace

In sum, while institutions have proliferated in the region, intensive cooperation in the
major institutional complexes has been limited by consensus decision-making struc-
tures, nonbinding and imprecise commitments, and the limited willingness to delegate
to regional bodies. Given this stylized fact, isn't it correct—as realists have concluded—
to discount the effects of institutions on the future of the regional order?

The answer is no, and for three reasons: the formation of convergence clubs; the
effects of competing institutions on cooperation; and the broader effects that institu-
tional memberships appear to have, quite apart from the functional cooperation they
are designed to effect.

First, one solution to the preference heterogeneity and lowest-common-denominator
problems is to step out of organizations with wider memberships and forge overlapping
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agreements among countries whose preferences are more closely aligned (also see
chapter 39). Such convergence clubs would be characterized not only by higher levels
of cooperation but more robust institutional arrangements as well. Just such a pro-
cess of institutional proliferation—and fragmentation—has occurred not only in
the well-documented explosion of free trade agreements in the region (Dent 2006;
Aggarwal and Urata 2006; Hufbauer and Schott 2007; Ravenhill 2009) but in the
growth of functional institutions as well (Pekkanen 2013).?

Given weak multilateral disciplines on the formation of FTAs, such clubs need not
converge on higher levels of cooperation. For example, Japan has had ongoing difficul-
ties committing to FTAs because of political constraints with respect to agriculture
and has pursued more limited “economic cooperation agreements.” China seems con-
tent to exploit its market position to create its own hub-and-spoke system of agree-
ments, most notably with ASEAN. Nor is it plausible that institutions that are incapable
of generating common agendas and institutions in the first place will be able easily to
reconcile or incorporate these divergent clubs once they have formed.

However, against this more cynical story is a second possibility of wider signifi-
cance: that the competing institutions that have emerged in the region might in fact
press countries toward deeper cooperation (Baldwin 1997; Suominen 2009). This might
occur as the benefits of membership lead states to greater cooperation or if the forma-
tion of the convergence club lowers the welfare of nonmembers through discrimina-
tion. In 2011, a group of nine countries coalesced around a potential FTA with an open
accession clause, the Trans-Pacific Strategic Economic Partnership or TPP, and began
negotiations on a range of issues that would make it the deepest multilateral agree-
ment in the region.* In line with the cascade model of competing institutions, the TPP
quickly attracted interest on the part of major countries that were outside the initial
negotiations, including Mexico, Canada, and Japan. A similar process could be traced
with respect to India’s growing interest in institutions such as the EAS that were ini-
tially confined to East and Southeast Asia.

Finally, it is important to emphasize that the loose forms of cooperation that have
evolved in the region have the offsetting benefit of accommodating broad and hetero-
geneous memberships. Ironically, this has long been the justification for the “ASEAN
Way” (Acharya 2009). But in the last decade, the “commercial institutional peace”
hypothesis has gained empirical support (Mansfield and Pevehouse 2003; Bearce
2003). By deepening economic integration—which I take up in the next section—by
increasing information, and by providing opportunities for high-level leaders to meet,
regional commercial institutions may have the broader effect of reducing overt conflict
(Bearce 2003).

In addition, the major powers in the region—including China—are also linked
through multilateral institutions that extend beyond the region but nonetheless have at
least some of the constraining effects outlined here (Foot and Walter 2011). Indeed, part
of the grand strategy of the United States has long been to seek such institutional incor-
poration as a means of inducing compliance with existing norms—as in the WT'O—
and as a means of increasing transparency and socializing entrants to existing norms.
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As Erik Voeten (2010) shows in an important empirical paper, despite the fact that
regional dispute settlement and judicial process are relatively weak, Asian states are in
fact no less likely than countries from other regions to use international dispute settle-
ment and judicial processes. Asian institutions—whatever their restraining effect—are
not the only piece of the institutionalist story.

3.3. THE COMMERCIAL PEACE: ECONOMIC
INTERDEPENDENCE AND COOPERATION IN
THE ASIA-PACIFIC

Realists live largely in a world of states, and tend to discount the effects of economic
integration. However, most—although not all (Barbieri 1996)—empirical studies find
an inverse relationship between interdependence and war (Russett and Oneal 2001
for a summary). As with the democratic peace, the reasons for the commercial peace
are subject to dispute. But if anything, the evolving literature has only expanded the
list of mechanisms through which economic interdependence might constrain overt
conflict. Gartzke, Li, and Boehmer (2001) pointed out that in addition to the simple
opportunity costs of forgoing trade, interdependence may also allow states credibly to
signal their resolve, thus deterring conflict, because of the costliness of breaking com-
mercial ties. Initial work testing the commercial peace focused on trade, but the find-
ings have now been deepened by attention to financial flows as well. Indeed, because
of the rapidity with which financial markets move, financial flows may be an even
greater constraint on governments than trade flows. At a deeper, sociological level
interdependence can moderate foreign policy behavior and even preferences through
the creation of interest groups with stakes in existing political-economic relationships
(Solingen 1998).

Just like arguments about preferences and institutions, these economic accounts
need to be approached with appropriate caution. One fear is that economic develop-
ments could generate a new hierarchy or even hegemony in the region. During the
1980s, concern centered on the prospect that Japan would come to sit at the center of
a hierarchically organized East Asian bloc, with adverse implications for both the
United States and other countries in the region. Quite similar arguments have resur-
faced around the tremendous pull exerted by the China market. Growing intra-Asian
integration and a new center of economic gravity in China could produce the dreaded
bandwagoning that realists fear, as weaker, dependent trading partners accommodate
China’s economic and strategic interests. Such developments could culminate in a
regional economy and institutions in which the United States and other countries out-
side the region would face discrimination or even exclusion.

Even if these larger structural patterns were not to arise, deepening economic
integration with China could nonetheless provide it with the basis for leverage.
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Developments across the Taiwan Strait are the most obvious concern in this regard—a
process of quiet absorption—but they extend to China’s relationship with South Korea
and Southeast and Central Asia as well.

The “flying geese” history of the regional division in fact masks a much more
cross-cutting pattern of economic relationships, as can be seen by the timing and
nature of countries” incorporation into the regional division of labor. Japan reached
the advanced country frontier in the middle of the postwar era through self-conscious
policies of technological catch-up, a large domestic market, and exports targeted ini-
tially at the United States. Japan’s export-oriented success was followed by a second
tier of newly industrializing countries (NICs)—Taiwan, Singapore, Hong Kong, and
Korea—which began their turn toward export-oriented industrialization in the 1960s,
moving into sectors that Japan had shed and also relying not only on the US market
but on Japanese and American foreign investment as well. A third group of later indus-
trializers including the major Southeast Asian countries of Malaysia, Thailand, the
Philippines, and Indonesia began to emulate the first generation of NICs in the 1970s,
and proved even more dependent on insertion into the networks created by Japanese,
American, European, Korean, Taiwanese, and other overseas Chinese multinational
corporations. They too heavily exported to the United States.

The fourth group to enter included China and Southeast Asia’s late-late developers, par-
ticularly Vietnam. China was large enough that it could have deepened its inward-looking,
dirigiste strategy. Since the late 1980s the trend toward a deeper incorporation into inter-
national trade and investment networks is unambiguous. While the US market is pivotal
to this strategy, as with its predecessors, China is even more profoundly enmeshed with
actors outside of the region because of the growing significance of two-way capital flows.
On the one hand, China’s export-oriented success is largely dependent on the operations
of foreign firms. On the other hand, the large trade surpluses China runs have made it
a significant creditor to the United States and other deficit countries. Although there is
ongoing debate about the leverage these financial ties might yield to China, the consen-
sus is that China is as constrained by the sheer magnitude of its Treasury holdings as the
United States is, with precious little way that it could manipulate or even extricate itself
from its codependence without catastrophiclosses of its own (Drezner 2009).

In short, realists cannot have it both ways; if you argue that China’s growing eco-
nomic weight provides it leverage vis-a-vis its smaller trading partners, you must also
acknowledge the constraints that China faces from its reliance on foreign markets for
capital, technology, and key commodities—such as oil and grain—that go to the very
heart of the socialist social compact. Asia is becoming more integrated with itself, but
is hardly economically self-contained, nor do Asian countries want it to be. As a matter
of both market outcomes and strategic choice, most major Asian trading states rely as
heavily on the United States and Europe as they do on other Asian countries, including
China. At the micro level, the growing density of cross-border production networks
(CPNs), as Ravenhill’s chapter 18 in this volume shows, makes it difficult to imagine the
emergence of closed or discriminatory regional institutions or an enduring capacity
for China to manipulate investment and trade relations for strategic ends.
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3.4. CONCLUSION: THE DYNAMIC NATURE
OF PREFERENCES

The liberal approach advanced here has only implicitly been pitted against its realist
rival; by way of conclusion, it is worth bringing some of the differences into sharper
focus. Balance-of-power approaches to the region have highlighted shifting capabili-
ties and multipolarity as sources of concern. But this family of approaches remains
divided on both what to expect from different power configurations and even what
the balance of power in the region is. The central challenge to realism from the liberal
approach is in its failure to provide a convincing theory of actors’ preferences or inten-
tions. For realists, preferences are derived from capabilities and international struc-
ture. For liberals, this view of the world is puzzling on its face. How could we possibly
believe that the rise of the United States, Meiji Japan, Nazi Germany, the Soviet Union
and post-Mao China would have the same effects on world order in any but the most
banal or general way? The predictions derived from models considering both polarity
and power transitions hinge crucially on whether rising powers are “revisionist” and in
what particular way (Chan 2008).

In bringing these issues of domestic politics to the surface the liberal approach to
international politics is by no means a tale of sweetness and light (Haggard 2014). Asia
remains a highly heterogeneous region, and in ways that not only place limits on the
extent of cooperation but suggest continuing risk of conflict and even war. Whether
we believe the greatest risks arise from differences in regime type—as the democratic
peace literature has argued—or in coalitional dynamics, as the important work of Etel
Solingen (1998) has argued, there are clearly important dyads in the region that remain
at risk. These are by no means limited to the major powers, such as China’s relation-
ships with the United States and Japan, but include the India-Pakistan relationship and
the tensions that Iran and North Korea—middling powers at best—generate with their
neighbors. While realists fret about shifts in the balance of power, liberals worry about
the path of domestic politics, and not only in China but also in smaller authoritarian
regimes that threaten the peace.

Against the risks associated with the region’s diversity stand two offsetting tenden-
cies: institutions and economic interdependence. Regional heterogeneity has affected
patterns of cooperation in the region, to be sure. Institutions are governed by consen-
sus intergovernmental decision-making. Binding commitments have been limited and
monitoring and adjudicative functions correspondingly weak. Furthermore, there is
no evidence of a willingness to delegate more substantial authority to secretariats or
other monitoring and dispute settlement bodies.

Yet despite this diversity, important—indeed epochal—changes have occurred
in the foreign and domestic policies of Russia, China, and India over the last three
decades. These domestic changes have resulted in a much greater commitment to
multilateral institutions than was previously imaginable. The stylized fact of an
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underinstitutionalized Asia is no longer tenable. We now have not only competing, and
overlapping, institutions but increased participation by major regional actors in global
multilateral institutions as well. We see the formation of convergence clubs and the
possibility of institutional cascades that push toward deeper forms of cooperation.

Finally, there are sound theoretical and empirical reasons to believe that economic
integration has a restraining effect on the foreign policy behavior of states. Economic
integration creates its own conflicts, and states will attempt to manipulate these ties
to their advantage. And this strand of liberal theory—like the democratic peace—has
its somber side, noting the weak economic integration of countries like North Korea,
Burma, and a number of the Central Asian states. But the trajectory of national policies
across the region suggests that there is little risk that Asia might retreat into a closed
economic bloc. Economic integration is increasing in Asia, but that includes a substan-
tial widening of relations as reform spreads and South Asia is drawn into the regional
dynamic.

These developments underscore a crucial analytic point. Unlike the static imputed
preferences of the realist world, preferences in the liberal view are by no means fixed
or given by changing power position alone. As interests evolve, the prospects for coop-
eration may brighten or dim. Given these theoretical assumptions, it is incumbent on
democracies to fashion foreign policies that do not generate the backlash coalitions that
liberals most fear. Any understanding of these dynamics can only derive from combin-
ing the insights of international relations, comparative politics, and economics. This
combination is perhaps the core theoretical contribution of the liberal approach.
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NOTES

1. Afghanistan, Bangladesh, Bhutan, India, the Maldives, Nepal, Pakistan, and Sri Lanka.
2. Thedifferences centered on the American representative’s preference for a more standard
FTA rather than the concept of “open regionalism,” under which concessions offered
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under the APEC process would be extended unilaterally beyond the region on an MFN
basis.

3. Asofthiswritingthe United States has signed the North American Free Trade Agreement
and the Central American Free Trade Agreement, as well as bilateral agreements with
Australia, Singapore, and Korea. China has signed an FTA with ASEAN as well as eight
bilateral agreements, with another five under negotiation. In addition to an “economic
partnership agreement” with ASEAN, Japan has signed eleven bilateral agreements in
the region—including one with India—with two more (Korea and Australia) under
negotiation. Even India, long known for its cautious trade policy, was negotiating agree-
ments with ASEAN.

4. Initially created by the most liberal states in the region—Singapore, Chile, and New
Zealand—the framework agreement of November 2011 was signed by Australia, Brunei,
Chile, Malaysia, New Zealand, Peru, Singapore, Vietnam, and the United States.
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CHAPTER 4

......................................................................................................

CONSTRUCTIVISM AND
INTERNATIONAL RELATIONS IN
ASTA

......................................................................................................

DAVID LEHENY

As a theory of international relations, constructivism arose as a critique of existing
approaches. Scholars began working in this new vein in the 1980s and 1990s, taking aim
at the rationalist arguments of liberals and realists who have long argued that patterns
of international relations could best be explained by examining actors’ material inter-
ests. These rationalist perspectives differ as to the sources of these interests—usually
the structure of the international system, frameworks of domestic politics, or interna-
tional institutions affecting market activity—but largely view actors as having stable
identities and interests that are independent of other actors, even if their strategies for
pursuing them involve expectations of others’ likely behavior. In contrast, construc-
tivism posits that social reality is constructed out of the meanings that people give to
things. For a number of important issues it may not be enough to know how strong or
weak some states are, or how they will economically benefit or lose from certain sets of
agreements and international arrangements. We may need to understand how people
come to believe what they believe, and how they think about things like justice, rights,
accountability, progress, fairness, and responsibility. These beliefs may be influenced
by sources as different as religious texts, educational curricula, the work of activists
and officials, television programs, museums, and, of course, the news media. That is,
the social world is one that humans themselves make, and what we believe about the
goodness of our own nations, the clarity of our own histories, or the validity of reli-
gions can affect people’s behavior, and that of states, just as surely as might the demand
for power or for wealth.

Perhaps because of the approach’s critical underpinnings, constructivists have been
not just a diverse but also a querulous lot. In a recent overview, Hurd (2008) traces
the key propositions of constructivism and, furthermore, several of its core internal
debates. These range from the terminological and conceptual disagreements that mark
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any field of scholarship to much more fundamental discord over epistemology, logic,
and even ontology. For some, constructivism should provide a capable alternative to
realism and liberalism, offering different kinds of generalizable causal analyses—albeit
ones that privilege identity and meaning over structurally determined interests—of
the stuff of international politics. For others, constructivism should provide a founda-
tional critique not only of traditional theories but also of their positivist roots, those
that presuppose the autonomy of researchers from the social and political environment
they profess to analyze. While constructivists may agree on the idea that international
politics is social and cultural, developed in part out of the meanings that people give
to things, there is no unified constructivist approach to how scholars should go about
studying it.

The constructivist turn in international relations theory has raised particu-
lar problems for the study of Asia, leading to emergence of the region as an almost
unsettlingly tempting target for constructivist research. In part because the core of
English-language scholarship has long been a North American and European affair
(see chapter 7 for further discussion), with key case studies deriving from long tradi-
tions in Western international relations, it is not surprising that the constructivist cri-
tique would be taken up with gusto in debates regarding Asia. Berger (2003) has argued
that many of the key tensions in the region—over matters such as historical memory,
legacies of colonialism, and different claims about civilization—boil down to questions
concerning ideas and identities, rather than to the kinds of materialist factors on which
conventional realist or liberal theories would typically rely. A consequence of this
argument is that the combined use of constructivist conceptual frames and material
from Asia is likely only to grow in value in coming years. Nevertheless, I argue in this
chapter that scholars now face the challenge of drawing from constructivist debates
while focusing on research problems rather than broad paradigmatic debates. At the
same time, crucially they must avoid some of the normative temptations of construc-
tivist theory, accepting the need to problematize rather than reify concepts of Asia and
Asian states.

In coming years constructivism on its own is unlikely to sustain its major challenges
to conventional IR theory, but elements from its theoretical insights can be useful in
the investigation of Asian international relations if they are matched with a critical eye
to the production of ideas and identities in the region. This involves taking theory seri-
ously not only as a tool researchers use to explain the world but also as a way of interro-
gating assumptions we have as we embark on research projects. Theory matters, in part
by signaling what it is we are supposed to notice and what it is that states and leaders are
supposed to do. Asia provides a number of rich areas within which to rethink politics
by considering the social production of meaning, provided that we do not allow our
normative commitments to developments in and ideas about Asia to overwhelm the
need to think critically about them.

I will begin by briefly introducing central ideas in constructivist analysis before
turning to a set of examples of constructivist research on the Asia-Pacific, focus-
ing especially on national security, political economy, history, transnational social



66 THEORETICAL APPROACHES

movements, and institutions. My goal, however, is not to suggest that constructivism
is superior to other paradigms such as realism and liberalism. Instead, I only point out
that constructivist analyses have encouraged the examination of certain types of issues
in East Asian politics that may be both very important and, in some circumstances,
illuminated differently by constructivists than they might be by other scholars. I con-
clude by addressing some of the challenges that constructivists face, which include
not only their use of certain standards for proof that differ from those preferred by
most political scientists, but also the ways in which constructivist arguments can be
exploited for political purposes.

A caveat is necessary. Constructivism is an exceptionally broad intellectual move-
ment, one that shares features with other perspectives, such as the English School and
its focus on international society (Reus-Smit 2002; see also Buzan’s chapter in this vol-
ume), and it boasts a wide array of proponents around the world. My concerns about
its place are shaped in part by my own location in American academia, where scholars
working in the tradition are normally members of departments of political science. As
the discipline in the United States has moved toward increasing emphasis on a specific
notion of intellectual rigor—namely, the precision with which independent and depen-
dent variables can be denoted and measured—scholarship on topics such as identity
or culture has faced increasing challenges. My sense is that this tension has led many
US-based scholars associated with constructivist arguments in the past to undertake
more recent research differently, emphasizing additional causal mechanisms rather
than fundamental critiques of existing paradigms. With regard to research into Asia’s
international relations, I argue in part that a focus on paradigmatic critique ensures
that these studies exist in a universe parallel to that of major international relations
debates, with the key insights of constructivist scholarship having little to no impact
on the field. This concern is, I believe, less pressing in European, Australian, and Asian
universities, where scholarship on the region often interacts in productive ways with
broader disciplines and fields. Rather than focus my argument on the relatively open
environments that I know only peripherally, I emphasize the challenges in one particu-
lar though significant intellectual arena.

4.1. CONSTRUCTIVISM IN INTERNATIONAL
RELATIONS THEORY

For most of the past half-century, the key theories of international politics were based
on the idea that the relevant or important actions of states—fighting or not fight-
ing wars, cooperating economically or not—could be understood most effectively
by considering the structures of politics, like the international state system or global
commodity and financial markets. For a realist, the crucial issue is state security, par-
ticularly emphasizing a state’s strength relative to other states; patterns of war and
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peace, alliance and enmity, could most easily be understood with reference to mate-
rial power (and see chapter 2). In this view, the United States and China, as the largest
global powers, are likely to be rivals rather than friends simply because their size and
power make them threats to each other.

For the liberal, the key question might concern economic interests, and particularly
how they play out in domestic politics (see chapter 3). Different groups of Americans
might have very different ideas about policy toward China, depending on whether
they benefit from trade and investment with China or whether they are hurt by it.
An investor in a manufacturing business, for example, might want to make sure her
company can operate a factory in China due to low costs and access to the Chinese
market, whereas a factory worker might be worried primarily about losing his job to
a Chinese competitor. In this view, policies might best be understood by looking at
the political clout of these competing domestic interests, and who has access to big
decisions in Washington. The realist might see the world as a billiards table, with indi-
vidual countries bumping up against one another, while the liberal might see it as a
series of repeated soccer championships, with winners from national contests battling
against one another and those results affecting subsequent local matches. Both of these
approaches have, in a sense, assumed that human behavior flows out of interests, and
that these interests are best understood by looking at one’s place in a larger structure.
People (or states) behave in certain ways because it is rational to do so: in the threaten-
ing environment that realists see, it makes sense to build up as much power as possible;
or in the arena of economic opportunity and risk that liberals perceive, you want the
rules, agreements, and institutions that provide predictability about the behavior of
others and make you richer rather than poorer.

But if we think about the issues that have engaged policymakers, journalists, observ-
ers, and activists in Asia over the past two decades, it is clear that much of it might be
missed with these lenses. We might think, for example, about the debates over war-
time history that have erupted between Japan and its neighbors, including China and
Korea. We might consider the ethnic and religious tensions that have shaken up the
region, from Indonesia through China and into Central Asia. We might think about
the roles of transnational nongovernmental organizations promoting women’s rights
or environmental protection and their effects on the region’s governments (see Part V
for further discussion). And we might even think about the boundaries of the region,
particularly as marked by regional organization: who is in Asia (or in Europe) and what
does such a classification mean for analysts and participants alike?

Although rooted in earlier historical and political theory (see Wendt 1999;
Kratochwil and Ruggie 1986), constructivism became a prominent framework only
in the 1990s, compelling changes in complex intellectual and political environments
alike. The Cold War itself had ended, and with it the peculiar bipolar structure—the
United States versus the Soviet Union—that had animated much of the realist research
regarding interests, alliances, and deterrence prevalent during the 1970s and 1980s.
This is not to say that the end of the Cold War should have dealt a death blow to realism,
as some of its opponents suggested, but rather to note that the international political
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environment of the 1990s looked very different than it had just ten years earlier. Rather
than examining the logical consequences of submarine-based nuclear weapons or,
alternatively, missile defense for the likelihood of nuclear war between the two super-
powers, many of the most prominent international relations theorists to emerge in the
1990s turned their gaze toward issues like the spread of global environmental policies,
international movements against racial discrimination, and bans on chemical weapons
or land mines. For these researchers, focus on the material interests of actors provided
little guidance, as did easy reference to ideas and ideology without considering instead
how certain ideas—for example, that racism is wrong and states ought not practice it—
emerged. We needed to consider the social environment in which these ideas took root
and were attached as legitimate concerns to certain kinds of actors.

This meant that the researchers turned instead to the view that the international
system is something more than a billiards table on which states bump into one another
or a political and intellectual soccer championship in which actors with preexisting
interests compete iteratively with one another. It is, in this view, a social system, one
in which rules, ordering principles, and legitimate practices are constructed by actors
and their interaction. Constructivism might therefore be understood not as a theory
of politics that can be tested or falsified but rather as “a framework for thinking about
the nature of social life and social interaction, but [which] makes no claims about
their specific content” (Finnemore and Sikkink 2001, 393). In this sense, as Finnemore
and Sikkink go on to note, constructivism might be viewed as comparable to a broad
rational choice perspective: itself not a theory of politics but similarly a framework for
approaching the substance of social life even if it is silent about what that content has
to be.

Given this orientation, constructivist studies have taken a number of different forms,
including variance in terms of the tools as well as the goals of analysis. But much of
this has sat uneasily with dominant strands of international relations scholarship, par-
ticularly as practiced at major American universities, where rational choice accounts
and statistical methods have become dominant elements, if sometimes ill at ease with
one another. For example, a number of sociologists writing from the “world polity”
approach have used large-N statistical studies to examine the global spread of institu-
tions—everything from K-12 education programs to weapons systems—to argue that
states, as states, are following scripts for legitimate state practice. While the quantita-
tive sophistication of these studies fits well in international relations scholarship, their
tendency to reject the agency of states or their leaders, and to emphasize that states
are largely constituted by these global scripts, has militated against wide currency in
international relations theory. In contrast, some of the most committed constructiv-
ist thinkers, particularly those writing in what Hopf (1998, 181) describes as the “criti-
cal constructivist” tradition, have veered close to literary theory, analyzing diplomatic
practices and international relations as, in essence, performances that could be “read”
for the power relations they contained and illustrated (see, e.g., Ashley 1984; Der
Derian 1987). Because the critical approach problematizes the relationship between
the substance of international relations and the frames used to analyze it, it has been
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in large part a poor fit with the empiricist emphasis of much international relations
scholarship: that “the truth is out there,” or that there are causal arguments about war,
peace, trade, investment, and so forth that can be demonstrated through testing to be
superior to alternative accounts.

Much of the most famous constructivist research has therefore clustered around
what Hopf calls “conventional constructivism.” These studies have been less generally
concerned with uncovering the hidden power relations in existing theories of poli-
tics, or of demonstrating statistically the spread of institutions, than in emphasizing
the value of interpretation in analyzing the spread of ideas and their consequences for
political action (see also chapter 35). That is, the goal is still a social scientific one of
explaining identifiable political outcomes, but it is also one of emphasizing how social
actors through their interaction create patterns of meaning that are essential to the
basic causal claim. Among these accounts are a number of now-classic studies of the
roles of transnational social movements in establishing and spreading ideas about
human rights, racism, environmental protection, and justice that have had demonstra-
ble consequences for the enactment of global agreements and conventions (e.g., Risse
and Sikkink 1999; Thomas 2001; Klotz 1995; Price 1997). Like the world polity scholars,
these researchers have studied the transnational spread of institutions but have been
primarily concerned with the development of these ideas as well as the “norm entrepre-
neurs” in social movements who made the spread possible. Like the critical construc-
tivists, they recognize the importance of interpretation but aim to set up explanations
that might be compared effectively to those derived from more commonly used per-
spectives, like realism and liberalism.

4.2. CHALLENGES AND PROBLEMS

Since constructivist studies began to gain ground in the 1990s, they have been vulner-
able to a number of charges by scholars from other traditions in international rela-
tions relating to their methodological rigor (Moravscik 1999) and their ideological bias
toward progressive causes (Bucher 2007). Desch (1998) consolidated these critiques by
suggesting that constructivists tend to cook the books: they explain things that seem
obviously connected to issues of culture and ideas but shy away from the hard cases
that appear to favor realist accounts and that would provide better tests of the robust-
ness of their theory. But these charges also mask broader tensions in the culture of
international relations scholarship, particularly as practiced in the early constructivist
days of the 1990s.

Unlike the rough-and-tumble world of most international relations scholars—
who were interested in guns, bombs, and money and trade, conversing with statisti-
cians, economists, and behavioral psychologists—constructivists were often more at
home talking with scholars in the humanities, cultural history, or anthropology. This
meant more than the tendency to quote Jiirgen Habermas or, more tellingly, Michel
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Foucault rather than Milton Friedman or Gary Becker, though referring to European
social theorists instead of American economists was a strong cultural marker. That is,
constructivism was sometimes caricatured as being a continental European import
to American political science that simultaneously justified relatively idealistic claims
about politics while also rendering them nearly incomprehensible.

Additionally, and perhaps more durably, debates about rigor sometimes masked dif-
ferent sets of concerns about what matters in politics. For example, an easy anticonstruc-
tivist parlor game would involve referring to a new study of the spread of human rights
norms and pointing out, quite rightly, that a number of governments that had signed
onto declarations of human rights clearly had no intention to follow through on them.
How powerful was a norm that most signatories went on to ignore? The usual response
was as obvious to constructivists as it was unsatisfying to critics: the fact that govern-
ments felt compelled to sign onto agreements they had no interest in enforcing at home
shows that there is in fact a global norm. After all, if human rights were not universally
valorized, why not simply refuse to join the agreement? What harm could there be in
admitting that one violates human rights if there were not a norm that should not be
violated? If there were no norm against torture, a state could proudly engage in it openly
without having to develop Orwellian language to label it “enhanced interrogation tech-
niques.” Particularly for realists, this would be sophistry, shifting attention away from
the fact that the hard stuff of political reality is still a dog-eat-dog, power-trumps-all
world unmediated by the political values and meanings that actors create; it’s just talk.
To most constructivists, however, the work of activist networks in spreading norms had
not in fact yielded a world free of racism, sexism, violence, or the like, but the existence of
these norms had forced states that intended to commit these abuses to deny it.

Indeed, as social theory, constructivism can call attention not to the determined
outcomes of political factors but rather to the possibilities created by norms and identi-
ties, possibilities that we might miss if we consider only material interests. For example,
I myself do all kinds of things that sometimes make little material sense, like writing
time-consuming letters of recommendation for former undergraduate students who
will never again evaluate my courses, because professors are supposed to do such
things. Similarly, states sometimes do things—have national flags and anthems, cre-
ate national science boards, have K-12 education systems—because that is what states
do, not because of their clear functionality or utility. Arguably, individual states also
engage in certain practices that can be understood only by considering specific con-
structions of national identity. As the Japanese government sought to become a nor-
mal advanced industrial nation in the 1970s and 1980s, for example, it even began to
encourage specific leisure practices among citizens because these were considered
“normal” for Americans and West Europeans (Leheny 2003); and debates about iden-
tity have been increasingly central to studies of Asia’s international relations.

One area that might be said to unite the divergent approaches to constructivism is,
therefore, its social component and its willingness to see political systems as partly cul-
tural. To talk about social meaning and interpretation is to consider the possibility that
the world is not simply a series of objective facts equally apparent and obvious to all, but
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rather material that people interpret, often collaboratively, and then act upon. In a sense,
constructivist approaches need to ask not how political outcomes are created but how the
interpretive frames that shape them are constructed, and to engage this question more
deeply than a simple stipulation that different groups of people see things differently, or
that self-aware political entrepreneurs turn narratives and facts to their own interests.
Both of these are true enough, but trite and ultimately unhelpful. After all, any group
about which we might wish to generalize in explaining its behavior is likely to be too
internally diverse for that generalization to be causally useful. Americans may love their
rights and freedoms, but many who support the right to bear arms would be less likely to
support another person’s freedom to burn the American flag, and vice versa. And a politi-
cal leader who uses the rhetoric of freedom and rights on a particular issue (guns, abor-
tion, etc.) may be acting strategically, but it is also at least plausible and perhaps likely that
she believes much of what she is saying. A competent constructivist approach might well
view American support for principles of freedom to be analytically important, but would
have to consider carefully how these principles have been developed in open-ended and
malleable ways, reflecting contestation and debate rather than unanimity and consensus.

4.3. CONSTRUCTING ASIAN INTERNATIONAL
RELATIONS

Explaining outcomes in Asia has been a particular challenge for scholars working in the
constructivist tradition. On the one hand, the ideological and cultural contexts through-
out the region can provide rich fodder for challenging the prevailing assumption that
material interests trump ideas and identity in driving politics. On the other hand, how-
ever, using Asia (or Asian nations) as challenges to conventional Western assessments of
international relations theory also risks naturalizing political actors and contexts in the
region—taking it for granted, for example, that there is something stable called “Chinese
culture” or “Indian identity,” rather than investigating critically the changing meaning
that these categories might have (for further discussion see Acharya in this volume).

But Asia, particularly Pacific Asia, has been a draw for constructivist scholarship.
The region is not by any means dominant in constructivist research, that role perhaps
being played most strongly by the European nations often seen as generating interna-
tional norms or by a European Union that has crafted a regional identity that tran-
scends national boundaries (see, e.g., Checkel 2001). But within just a few years, from
the mid-1990s through the early 2000s, a group of highly visible studies of the region’s
international relations drew clear inspiration from constructivist theorizing and sug-
gested that interpretive methods were essential to understanding core developments in
the area. These did not mean that most constructivists became Asia specialists or vice
versa, but provided at least some sense that constructivist tools might be useful and
valid in the examination of East Asia’s international relations.



72 THEORETICAL APPROACHES

In their very different but frequently cited accounts, both Berger (1998) and
Katzenstein (1996) sought to explain Japanese security policy as the outcome of domes-
tic cultural norms; for Berger, this meant the legacy of “antimilitarism” in postwar
Japanese politics, and for Katzenstein it was the consequence of consensual norms
in Japan’s democratic legislative system. At roughly the same time, Johnston (1995)
examined classical Chinese strategic thought and showed that discursive traditions
played a role in shaping subsequent policies, suggesting that China’s realist orienta-
tion owed a great deal to the long-term cultural construction of views of security. And
Amitav Acharya’s highly regarded study of ASEAN as a security community paid par-
ticular attention to the development of norms that dictated the interactions of member
states: norms often quite different from those apparent elsewhere, such as in Western
Europe (Acharya 2001). In other words, some of the most visible and highly regarded
early constructivist studies dealt specifically with East Asia, offering both a pathway
for younger researchers to work on the region from the constructivist toolkit while
ensuring that graduate students with an interest in East Asia would likely be exposed to
the major tenets of constructivist theory.

The succeeding years have witnessed highly uneven growth in the use of construc-
tivist theory in studies of Asia, particularly in the pages of major international journals.
Studies of Japan have perhaps been among the most heavily affected, possibly because
of the prominence of Katzenstein and Berger as pioneers of explicitly constructiv-
ist empirical research on security policy (an alternative perspective is represented
in chapter 19 in this volume). A few studies (e.g., Leheny 2003; Oros 2009) turned, as
Katzenstein and Berger had in different ways, to the development of domestic cultural
or political norms that shaped the country’s foreign policy choices. A much larger
number, frequently with more avowedly constructivist goals, looked at the develop-
ment of international norms, often through the transnational activist networks imag-
ined by Risse (1999) and by Keck and Sikkink (1998). While nuanced and substantively
different from one another, these studies have often had a similar shape: international
activists and NGOs, along with allies within Japan, push for legislative change to stop
sexual abuse, protect whales, halt the production of land mines, promote gender equal-
ity, or protect minority rights. But these are met with substantial political resistance,
often from conservative forces claiming to want to protect Japan from foreign/Western
transformation (see e.g., Gurowitz 1999; Leheny 2006; Flowers 2009; Miyaoka 2004;
Iida 2004; Chan-Tiberghien 2004; Hirata and Sato 2008; Hirata 2004). In each case,
the focus is clearly national with the relevant backdrop as the global: a Japan marked by
powerful domestic norms that shape its external interactions, or a progressive global
community pounding on the gate of a putatively closed and conservative Japan.

While perhaps not as common as in the English-language work on Japan, con-
structivism has played an important role in the studies of Chinese and Korean foreign
policy as well. Johnston’s seminal research on Chinese strategic culture and subse-
quent (2008) work on the country’s socialization within international institutions
have become touchstones for much of the research on Chinese foreign policy, just as
Carlson’s (2005) investigation of Chinese constructions of sovereignty and Callahan’s
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(2004) research on transnational ideological flows in China have been important ele-
ments of recent debates. The explosion of studies of Chinese foreign policy in the past
fifteen years, however, has not been a constructivist project to the same degree that
work on Japan has been, especially with robust realist and liberal studies vying along-
side the innumerable atheoretical policy studies of contemporary Chinese diplomacy.
Research on Korean international relations has been similarly diverse. For example,
Suh’s (2007) examination of the construction of postwar identity through alliance pol-
itics sits alongside a wide variety of realist and institutional accounts of diplomacy on
the Korean peninsula (see also chapter 22).

Studies of South Asia and Central Asia that draw implicitly or explicitly from con-
structivist theories have been limited in number but rich in diversity. Chatterjee (2005)
deploys a constructivist framework, not to explain foreign policy or the effects of global
norms, but rather to consider the development and management of ethnic conflict in
Pakistan, India, Bangladesh, and Sri Lanka. More explicitly, Sasikumar (2007) has
suggested that constructions of proper behavior and management have shaped con-
ceptions of India’s nuclear strategy. While one might look at the complicated identity
politics and security strategies of Central Asia and conclude that constructivism might
be a valuable framework for investigating them, analysts examining the region have at
times pronounced the perspective inapplicable to the region’s hard power politics (Xu
2010) or, more interestingly, noted a distinct reluctance to consider national identities
as constructed (Laruelle 2008; see also chapter 25).

Significantly, constructivism has also made perhaps its clearest inroads into studies
of Southeast Asia, and the debates surrounding the theory there are the richest and
most telling of any Asian subregion. Some of the research maps onto the “global norms
versus domestic politics” frame that has played such a powerful role in studies of Japan
(e.g., Gurowitz 2000), but the more visible and central research has been similar to
Acharya’s pathbreaking work on norms in ASEAN’s security community. Following
an early article by Acharya (1997), Busse (1999) argued that the region’s norms of coop-
eration and noninterference had helped to construct a different kind of security system
than realist theories might predict. Acharya himself (2009) has followed up his work
with a major study of the development of governance norms within ASEAN, argu-
ing that the region’s institutional evolution has involved the development of norms
that have come to shape its regional identity. With somewhat different inflections
but broadly similar concerns, Ba (2009, 2010) and Katsumata (2011) have also offered
important and well-regarded studies of the development of norms regarding regional
governance and cooperation among ASEAN members (see also Ba in this volume).
These arguments have not been uncontroversial. Emmerson (2005) suggests that con-
tinuing developments in the region may undermine the confidence one might have in
the defining power of ideas of regional identity, and Jones and Smith (2002, 2007) have
accused constructivists of engaging in wishful thinking: that they are so committed
to supporting a regional identity that can transcend the divisions of nation-states that
they believe in the strength of ASEAN even when the evidence suggests that the subre-
gional organization is relatively weak.



74 THEORETICAL APPROACHES

Leaving aside the question of whether Jones and Smith are correct in their criti-
cism of the constructivists working on East Asia—and I think that they give up much
of their credibility by referring to ASEAN as an “imitation” community and the con-
structivist scholars who investigate it as participants in a “delusion” (2002)—they raise
an important cautionary point, one that should resonate with the earlier discussion of
constructivism more broadly. Using an intellectual framework that frequently relies
on interpretive methods to draw out the changing rules of the international system as
well as the actors involved in this redefinition, constructivists have struggled with the
normative implications of their work, and in particular with the fact that many of the
outcomes they have aimed to explain seem desirable and just: the delegitimation of
apartheid, bans on land mines, antitrafficking conventions, and the like. It is not entirely
unsurprising that scholars working from the same toolkit might be accused of examin-
ing the promise of Southeast Asian regionalism because they want to see it, in the same
way that researchers on human rights might be morally invested in their success.

A second critique of the dominant trends in the first generation of constructivist
literature on Southeast Asia, however, challenges these accounts because they are not
constructivist enough. In seeking to explain the development of norms in ASEAN, Tan
(2006) argues that constructivists have tended to take for granted the prior existence
and identities of states and nations. That is, the constructivists working on Southeast
Asia have followed the conventional constructivist logics that aim to fit their analy-
ses alongside mainstream realist and liberal accounts, and implicitly rejected some of
the implications of the claim that political reality is socially constructed. Tan identi-
fies “state-centrism” as one of the key problems, by which he means the acceptance of
states as the key actors in international relations, with the consequence that national
or state identities are, in a sense, naturalized, and much of the analytical work goes
into explaining the move from them to regional identities that overlap or transcend
them. For Tan, this is a problem precisely because a constructivist approach should
assume that even those identities are socially constructed, contingent, and mutable,
making it logically problematic to take their prior existence for granted when discuss-
ing the construction of regional or transnational orders. Tan, however, suggests that
this problem is not particular to constructivist studies of Southeast Asia, but rather
one that is broadly shared with a number of other major IR theorists working with a
“state-centric” form of constructivism.!

4.4. THE R1SKS OF AN UNRECONSTRUCTED
AsiA

Indeed, it is largely the vitality of constructivist work on Southeast Asia that is respon-
sible for the substantial volume of productive debate from studies of that region,
which throws into sharper relief than research on other parts of Asia both the promise
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and perils of constructivist theory. In broader international relations theory, it has
not taken long for the constructivist turn to turn back on itself. Some of this may be
because constructivism is a victim of its own qualified success. While a few proponents
of critical theory in international relations research had made important contributions
before the 1990s, it was the unruly constructivist framing that drew a number of them
into a broad third leg that could conceivably challenge realism (or neorealism) and lib-
eralism (or neoliberalism) as main theoretical orientations in the field. In the United
States, for example, constructivism quickly replaced Marxism as the theoretical strand
likely to receive a week of lip service in a graduate field seminar before students moved
back to more conventional studies. Perhaps more important, however, a number of key
concepts that are central to constructivist thinking began to shape the broader IR field
as well, from a wide recognition that identities are mutable but may be causally impor-
tant (see Abdelal et al. 2006) to the willingness to consider transnational movement
members as political actors, even if within more rationalist accounts.

And so some of the recent work by major thinkers often associated with construc-
tivism’s rise has placed relatively little emphasis on—and sometimes scarcely even
mentioned—the framework at all, whether in Finnemore’s (2009) discussion of the
social implications of unipolarity or Katzenstein’s (2012) ambitious reading of civi-
lizations in world politics. Perhaps this reflects the demolition of the field, whether
one views that as the unwelcome victory by number-crunchers and rational choice
theorists at top American political science departments or, alternatively, as the happy
outcome of a wide recognition that most practitioners of constructivism were too
methodologically incautious to ensure a sustained dent in the increasingly rigor-
ous world of political science. But I think it may speak instead to a weariness best
summed up in David Lake’s (2011) argument that “‘isms’ are evil.” That is, the para-
digmatic debates thatlong animated much of international relations theory may have
been replaced by something else: an epistemological battlefield in which it matters
less whether one’s key assumptions flow from realism, liberalism, or constructivism,
but rather whether one has the tools necessary to answer interesting research ques-
tions. As Lake is aware, this does not create a completely level playing field, as the
increasing commitment at top political science departments in the United States to
training in methodology usually steers clear of interpretive or narrative methods,
focusing instead on various tools associated with rigorous statistical testing, field
experimentation, and formal modeling. But it does suggest that for most of the major
figures in the field, there is little to be gained at this point from planting a construc-
tivist flag on top of the edifice of one’s research design and firing away at supposed
competitors in other fields.

Instead, we see an increasing commitment to questions—such as Finnemore’s inves-
tigation of the social production of unipolarity or Katzenstein’s interest in internally
contested but still powerful civilizational frames—that likely would have been difficult
to articulate in mainstream international relations theory had there not first been a
critical effort to engage difficult concepts like culture and identity by starting with the
assumption that they are socially constructed, malleable, and contingent. And I would
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suggest that some of the best and most promising recent work on East Asian interna-
tional relations displays precisely this kind of commitment, informed by conceptual-
izations that emerged in part with constructivism but without focusing primarily on
which -ism the study promotes.

Recent books by David Kang (2003, 2010) on hierarchy in East Asian diplomatic
history and the consequences for the region of China’s rise explicitly aim to chal-
lenge key assumptions in international relations theory, but they avoid any kind of
firm commitment to constructivism. The way, however, in which they configure
both the implications of hierarchy and the cultural role of Confucianism is tell-
ing. On the one hand, any kind of causal argument about Confucianism in con-
temporary East Asia would have to be viewed with considerable skepticism by most
constructivists, as it relies on the treatment of a diffuse set of classical texts—them-
selves reinterpreted over the course of centuries and deployed strategically in myr-
iad ways throughout the region—as fixed and immutable: Confucianism says X, so
Confucians (whoever they might be) do X. Kang’s point, however, is nearly precisely
this, focusing on Confucianism not as A Thing but rather as a malleable intellectual
frame that constrained outcomes and conferred legitimacy in ways that suggest at
least the possibility of different views of power in medieval and early modern East
Asia. Similarly, He’s (2009) analysis of the production of memory in China and Japan
regarding atrocities during World War II avoids constructivism-versus-rationalism
debates while drawing on understandings of culture and ideology that give some
causal force to ideas themselves. These critical and discursive readings of culture dif-
fer dramatically from the ways in which political culture was discussed two decades
ago, and I would argue that constructivism—following logics that have taken strong
root in the humanities—has enabled these more sophisticated approaches to crucial
political problems.

In an excellent overview of the state of the field, Johnston (2012) argues that the inter-
national relations of East Asia pose a number of serious challenges to the IR field more
broadly. He calls particular attention to three areas of research with clear implica-
tions for international relations theory: the limited balancing activities taking place
despite China’s rise; the role of regional institutions (particularly those associated with
ASEAN); and tensions surrounding historical memory. As is clear from other chapters
in this volume, one need not be a constructivist to deal with these topics, and Johnston
himself mentions constructivism only in passing. But it is equally clear that part of
the conceptual vocabulary of constructivism—that Asia is, in a sense, what people
make of it—has profoundly affected the terrain for all of these discussions. Whether we
consider Kang’s view of the malleability but relevance of ideational factors in China’s
rise, Acharya’s arguments about the creation of regional identity through institu-
tional development changing norms, or He’s suggestion that memory is constructed
and not simply remembered, we see that three crucial areas shaped by constructivist
or quasi-constructivist frameworks might be important to IR theory, not because they
show that constructivism is right, but because they tell us things that could alter our
confidence in widely accepted causal arguments.
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4.5. COMMITMENTS AND CONCLUSIONS

And here lies a dilemma for scholars considering the use of constructivist arguments
in the study of Asia. The days in which case studies illustrating paradigmatic fights
between constructivism and realism (or liberalism) might serve as the basis for major
international relations publications are perhaps over, with constructivists having won
a seat at the table but having failed to upend more conventional rationalist approaches.
Savvy graduate students and junior scholars working on Asia will likely want to turn to
research questions in which the rich empirical substance of regional international rela-
tions can challenge prevailing assumptions about how the world works, and construc-
tivist tools may serve—as they have for others—in exploring the ways in which ideas
and identities help to shape important and distinctive political outcomes.

Epistemologically, however, it is not a risk-free proposition. Constructivism draws
its power not from its realization that ideas and identities matter, but rather from its
recognition that these ideas and identities are socially constructed and reproduced,
and that they must be investigated with unbridled rigor. And this means that what-
ever our normative commitments to the region, to the sense that there may be some-
thing quasi-imperial about the expectation that theories developed in other regions
should work perfectly in different contexts, we have to approach it with the critical eye
we demand of scholars working on more time-honored topics. We must accordingly
problematize the conceptual categories of Asia, India, Southeast Asia, Japan, China,
Central Asia, Indonesia, Uzbekistan, or Korea with the same skepticism we would
attach to assumptions that the European Union represents a model international insti-
tution to which others should aspire, or that America’s role in Asia noncontroversially
represents democracy, liberty, or whatever else one might make of American culture.
Any constructivist worth his or her salt should be able to critique the simple idea of
“Asian values” as a cohesive social form in the region. But in considering, for exam-
ple, the spread of international norms into the region, we have to be equally careful to
avoid construction of a traditional/authentic Japan, Korea, India, or any other place
that existed prior to the interventions of transnational activists, international organi-
zations, or even something we might generically label “the West.”

Constructivism has helped to shape international relations theory and to carve out
spaces to consider what lessons Asia might have for the rest of the world. In deploy-
ing its tools, even those scholars most committed to investigating political phenomena,
causal chains, and religious or intellectual frames that seem distinctive to the region
should remember that Asia is, like the rest of the world, socially constructed: a concep-
tual category to which people attach contested meanings. It is, like the rest of the world,
a moving target, and constructivism’s promise lies not in reifying Asia or its myriad
nations but rather in problematizing their experiences and using them to destabilize
what is all too often taken for granted about the ways in which “normal” countries
interact.
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NoTE

1. SeeHurd (2008) for further discussion of the debates over state-centrism in constructivist
theory.
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WHAT are some of the “big and important things” concerning the international rela-
tions of post-Cold War Asia that IR theorists and foreign policy analysts will want
to explain? The relative peace and stability of the region is one, in part because many
expected it to be otherwise. The economic dynamism of the region is another, notwith-
standing the financial crises of the East (late 1990s) and West (late 2000s). The conven-
tional view is that international outcomes such as stability and economic dynamism
are best explained by theories of international relations. Insofar as these outcomes are
the results of interactions between states, IR theories pitched at the systemic level are
best suited to teasing out the constraints faced by states—such as the need to balance
power or liberalize the economy—and that supposedly shape their behavior (Waltz
1979, 71-72,121-22; Rose 1998, 145).

According to the conventional view, foreign policy analysis or foreign policy
decision-making (hereafter, FPA), does not fit within the scheme of explaining these
important issues. This chapter argues that the conventional view is mistaken; FPA
has important contributions to make in explaining the relative peace and economic
dynamism of post-Cold War Asia. Unit-level variables intrinsic to FPA, such as
threat perception, national identity, ideology, and leadership, are indispensable to
understanding these outcomes. This chapter will give pride of place to these vari-
ables in illuminating Asia’s relative peace and economic dynamism. While it is true
that FPA explanations are less parsimonious than those advanced by structural IR
theories, this chapter will demonstrate that they are able to resolve anomalies raised
by conventional structural explanations. In so doing, FPA brings us closer to under-
standing the relative peace and economic dynamism that prevailed in Asia in the last
two decades.
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This chapter makes a further claim: the United States is so deeply embedded in the
international relations of Asia in general, and implicated in the region’s relative peace
and economic dynamism in particular, that its role needs to be systematically incorpo-
rated into IR analysis. Resident power or not, the US presence is palpable throughout
the region. The two major “hot” wars it fought during the Cold War were in Korea and
Vietnam, and its post-Cold War posture in the region has been considered and pur-
poseful, culminating in the Obama administration’s pivot or rebalancing to Asia in
2011. The centrality of the United States to Asia means that it is not possible to analyze
the international relations of the region without reference to the United States. This in
turn implies that understanding the factors that shape US foreign policy—including
the FPA variables referred to above—needs to form part of our attempt to understand
IR in Asia. While the analysis to follow will focus on the FPA variables driving the
foreign policies of the major Asian players, it will also devote sustained attention to the
factors shaping US policies toward Asia.

Before delving into the FPA approach, it is necessary to clarify our key terms and
their interrelationship. Relative peace and stability refer to the substantially lower fre-
quency and intensity of major conflicts and crises in post-Cold War Asia, compared to
the Cold War era. It is akin to the term “security order” that Muthiah Alagappa used to
characterize post-Cold War Asia (2003). There have been no major wars in post-Cold
War Asia like Korea and Vietnam, or even short wars like the China-India border war
(1962), Vietnam’s invasion of Cambodia (1978), or China’s attack on Vietnam (1979); the
main exception here is the India-Pakistan Kargil war of 1998. Economic dynamism
refers to the strong economic performance of the majority of states in East Asia, includ-
ing China, India, South Korea, Taiwan, Singapore, Thailand, Malaysia, and Indonesia.
Excluding the years of the Asian financial crisis and its immediate aftermath, most
of these countries have been able to achieve 6-8 percent GDP growth annually for
decades. They have weathered the Western financial crisis that began in 2008 better
than the United States and Europe, further reinforcing the perception that the world’s
center of economic gravity is shifting to Asia. The record of the Russian and Central
Asian states is more mixed: dynamism describes their economies less well.

The two outcomes—relative peace/stability and economic dynamism—will be ana-
lyzed independently, and their interrelationship will not be considered until the end
of the chapter. Although one variant of (liberal) IR theory posits a strong link between
economic interdependence and peace (Mansfield and Pollins 2003; Goldsmith 2007),
I will assume an agnostic position on the issue for two reasons. First, the relation-
ship is not universally accepted: extremely high levels of economic interdependence
between the European nations in the early twentieth century failed to prevent World
War 1. More alarmingly, in recent years high levels of economic interdependence
between China and Japan, and between Japan and Korea, have not defused territorial
spats in the East China Sea, although they have yet to escalate into serious conflict.
Second, Asia’s economic dynamism is not synonymous with Asian economic interde-
pendence. Today’s dynamism is fueled in part by deepening interdependence, but the
region was experiencing strong and resilient growth decades before it became highly
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interdependent economically. It was not until the 2000s that the Asian economies
became more tightly enmeshed; before that, the Asian “tigers” were more economically
interdependent in relation to the United States and Europe than between themselves.
Analysts of the Association of Southeast Asian Nations (ASEAN) tend to dismiss eco-
nomic interdependence as a factor in explaining their peaceful relations simply because
the most economically vibrant ASEAN states were far more deeply enmeshed with the
US economy than with the other ASEAN countries. We will return to the interrela-
tionship in the conclusion, but it is worthwhile to stress that in the analysis to follow,
there is no implied link—positive or negative—between relative peace and economic
dynamism.

5.1. FOREIGN POLICY ANALYSIS AS AN
APPROACH

At its simplest, FPA seeks to illuminate the factors and processes that led state A to
adopt policy B with respect to issue C. For example, Graham Allison’s Essence of
Decision (Allison and Zelikow 1999), widely considered a classic FPA work, sought
to explain why the United States (A) chose the naval blockade option (B) as a means
of persuading the Soviet Union to withdraw the missiles it had placed in Cuba (C).
The factors and processes—or independent variables—they examined were rational
cost-benefit calculations (Model I), organizational processes (Model II), and govern-
mental politics (Model ITI). The argument of the book was that Models IT and III filled
critical gaps in our understanding of why the Kennedy administration chose the naval
blockade. The latter, conceived of as the decision outcome, was the dependent variable,
and could have ranged from doing nothing to an invasion of Cuba. As the above exam-
ple indicates, FPA focuses on a state’s decision-making processes:

Theories of foreign policy ... take as their dependent variable not the pattern of out-
comes of state interactions, but rather the behavior of individual states. Theories of
foreign policy seek to explain what states try to achieve in the external realm and
when they try to achieve it. (Rose 1998, 145; italics added).

In explaining the individual state’s external behavior, the FPA analyst relies implicitly
or explicitly on three analytical constructs: the decision-makers, the decision-making
process, and the decision outcome. The holy grail of FPA is to explain the decision
outcome, which should be distinguished from the policy outcome. The typical FPA
work will therefore home in on the key decision-makers, including the ideas and ideo-
logical convictions they bring to the job; the input of other relevant actors, such as
the intelligence agencies, the military, and the treasury; and the activities of pressure
groups such as lobbies and even nongovernmental organizations (NGOs). By examin-
ing how these actors interact during the decision-making process, and assessing their
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respective influence, the FPA analyst constructs a narrative of how the decision was
reached.

The chapters in Parts ITII and IV of this volume, which focus on the foreign economic
and security policies of individual Asian states, employ these FPA analytical constructs
and variables to account for the foreign policy of the state concerned. To be sure, differ-
ent chapters adduce different variables to explain the foreign policy of the state under
examination; however, one would expect to see repeated references to the relevant
decision-makers (e.g., Prime Minister Juichiro Koizumi of Japan), the decision-making
process (e.g., the input of the Foreign Ministry vs. that of the military), and the deci-
sion outcome (e.g., visiting the Yasukuni Shrine). In such a discussion one would also
expect unit-level variables to assume pride of place in the analysis (Hill 2002; Alden
and Aran 2011; Jong and Moon 2010, 358-59; see chapter 19 in this volume).

Despite the obvious importance of FPA in the study of international relations, it
is a field or approach that dare not speak its name. Scholars invariably prefer to label
their work as contributions to international relations rather than foreign policy analy-
sis, even when it is manifest that they are contributions to FPA. The reason for shun-
ning the FPA label can probably be attributed to the strong and successful distinction
between FPA and IR that Kenneth Waltz made in Theory of International Politics (1979).
For Waltz, IR seeks to explain a small number of significant issues, whereas FPA deals
with “why state X made a certain move last Tuesday” (1979, 121). While Waltz acknowl-
edged that “the clear perception of [systemic] constraints provides many clues to the
expected reactions of states, but by itself the theory [of international politics] cannot
explain those reactions” because the latter “depend not only on international con-
straints but also on the characteristics of states” (1979, 122), his description of FPA left
the reader in little doubt that international systemic approaches held the high theoreti-
cal ground. This position would only be justified if the knowledge provided by systemic
theory repeatedly outperforms that based on state characteristics in explaining state
reactions. As I shall try to demonstrate in my analysis of the IR of Asia, this is not the
case: structural IR theory appears as inadequate in illuminating state reactions in Asia.
It leads to one puzzle after another, which can only be solved by considering unit-level
factors or state characteristics.

In order to achieve satisfactory explanations of state behavior, sophisticated analysts
such as Waltz and Rose point to the necessity of combining systemic and unit-level
variables. Out of this suggestion has emerged neoclassical realism, an approach that
takes as its point of departure neorealism’s emphasis on the distribution of power (and
the resulting systemic constraints facing states), and combines it with unit-level fac-
tors to explain state behavior (see chapter 2). Neoclassical realism stresses the interac-
tions between the systemic and unit-level variables, although the systemic variables
tend to be privileged in the sense that they are seen as setting the broad parameters
within which states concoct their foreign policies (Zakaria 1998; Lobell, Ripsman, and
Taliaferro 2009).

From the perspective of FPA, however, the question for both neorealism and neo-
classical realism is whether these broad parameters are too broad to be useful. That is,
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are the systemic constraints so loose that policy choices span the spectrum from doing
nothing to the use of military force? Consider Waltz’s poster child example of how
bipolar systemic pressures gave President Harry Truman little choice other than mili-
tary intervention in Korea in 1950: “President Truman, at the time of the Korean inva-
sion, could not very well echo Neville Chamberlain’s words in the Czechoslovakian
crisis by claiming that the Koreans were a people far away in the East of Asia of whom
Americans knew nothing. We had to know about them or quickly find out” (Waltz
1979, 170). To the Korean intervention, one might add Lyndon Johnson’s decision to
fight in South Vietnam in 1965 to prevent it from falling under North Vietnamese con-
trol. Concerns about the Soviets using the North Koreans, and the Chinese using the
North Vietnamese, to expand their respective influence in Asia were undoubtedly fac-
tors in US decision-making during the Cold War.

Yet this picture of how the Cold War bipolar system induced the United States to
fight in Korea and Vietnam runs into serious difficulties when one considers the other
Asian cases where bipolar pressures should have, but failed to, persuade the United
States to intervene: China (1949), Vietnam (1954) and Laos (1961). In these cases, the
United States chose not to intervene to forestall Communist victories, in effect coun-
tenancing losing them to the other side. Holding international structure constant, we
thus observe diametrically opposite US policy choices (Khong 1992, 72-83). This sug-
gests two things. First, the correlation between bipolarity and US military action is
likely to be spurious; and second, something other than structure is doing the heavy
lifting when it comes to explaining US military intervention in Asia during the Cold
War.

5.2. PuzzLES OF PosT-CoLD WAR
ASIAN SECURITY

If the most influential structural IR theory, neorealism, is unable to explain the pat-
tern of US military interventions in Asia during the Cold War era, it seems even less
able to deal with the three significant empirical puzzles of the post-Cold War era: why
the United States has not withdrawn from Asia, why Asian actors are not balancing
the United States, and ultimately why the region has seen relative peace and stability.
Solving the first two puzzles will provide considerable traction on the task of solving
the third.

The most cited analyses of post-Cold War Asia’s security trajectory predicted that
the region would retreat to a “back to the future” or “ripe for rivalry” scenario based
largely on the following narrative. First, the structure of the international system
would shift from bipolarity to multipolarity in the aftermath of the Cold War. With
multipolarity, the United States would have less reason to maintain a strong military
presence in Asia, and would therefore withdraw partially or completely (Buzan and
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Segal 1994; Friedberg 1994). A power vacuum would result, causing the resident great
powers such as China and Japan to try to fill it by jockeying for power. Power politics
of the pre-World War II era would return and Asia would become the “cockpit of great
power conflict” (Friedberg 1993-94, 7).

This scenario, based largely on a neorealist understanding of structure and its effects,
has not materialized. To begin with, the international system changed from bipolar-
ity to unipolarity, not the multipolarity expected by the “back to the future” scenarios
(Wohlforth 1999). It is unclear how unipolarity constrains the United States, if at all.
It may be argued that unipolarity gives the United States a free hand: that is, it can do
whatever it pleases, but that only begs the question of how the United States decides
on what pleases it. On the other hand, it may be argued that unipolarity will prompt
the other powers to counterbalance the United States. Hence it would be wiser for the
United States to retrench from Asia and revert to the role of an offshore balancer at
the height of its prowess (Layne 2006). Structure, as usual, gives conflicting answers to
what the US forward military posture in Asia should be.

Whatever the systemic pressures, the United States did not retrench from the region.
The United States did leave its naval and air bases in the Philippines when the latter, in
afit of nationalistic assertion and avarice, demanded a price for staying that the United
States refused to pay. President George H. W. Bush’s East Asian Strategy Initiative
(EASI) also advocated the gradual withdrawal of US troops from South Korea and
Japan, from the early 1990s through to the year 2000. However, in both Southeast and
Northeast Asia, fears of US retrenchment proved short-lived. Concerned about the
diminished presence of the United States in their region, nations such as Singapore,
Malaysia, and Indonesia were quick to offer the United States use of their naval facili-
ties. Similarly, plans for significant troop reductions in Korea and Japan did not go very
far. The Nye Report of 1995 halted the EASI planned withdrawals, stabilizing US troops
in East Asia at 100,000, on the grounds that America’s security interests in East Asia
required a strong military presence in the region. Why were US interests so defined?
To answer this question the next section focuses on one of the FPA variables discussed
above: how national identity shapes threat perception.

5.3. THREAT PERCEPTION: CHALLENGES
TO THE UNITED STATES AS THE
ASIAN PAciFic POWER

If threat perception were simply a function of aggregate or offensive power (Walt
1987), the United States would not have much to worry about, since it is the prepon-
derant power in Asia. The Asian countries, on the other hand, would have a great deal
to be concerned about, given America’s military preponderance. The questions then
become: why has the United States seen fit to maintain its security presence in Asia,
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and why has this not triggered a counterbalancing response from Asian nations? In the
case of the United States, an identity-based hypothesis—America’s conception of itself
asan Asian Pacific power—is better able to account for America’s continued hegemony
in Asia. As Samuel Huntington argued in Who Are We, “National interests derive from
national identity. We have to know what we are before we can know what our interests
are” (2005, 10). In terms of its post-World War II national identity, the United States has
always seen itself as an Asian Pacific power, with deep interests in the region: alliances
were created; sea lanes were protected; capitalism expanded, including opening up
markets to Japan, South Korea, and Taiwan. But the United States was not just one of
several Asian Pacific powers: it saw itself as, and aspired to be, the Asian Pacific power.
It is this self-perception that shapes US construction of potential threats in Asia.

Most accounts of the United States during the Cold War accept this assumption of
the United States as the hegemonic power in Asia (Van Ness 2002; Ikenberry 2004). In
that sense, North Korea’s 1950 invasion of the South, backed by the Soviet Union and
China, and North Vietnam’s 1961 war of national liberation against southern Vietnam,
backed by China, may be seen as challenges to US hegemony. The United States fought
wars in Korea and Vietnam to maintain its primacy in the region and its credibility
worldwide. The United States managed to restore the status quo ante in Korea, even
though the Korean War was considered a defeat in the 1950s since it failed to liberate
North Korea when China entered the war. However, it failed to prevent Vietnam from
falling under Communism. From the US perspective, a region in which it has fought
two land wars—at a cost of over 100,000 American lives and countless billions of dol-
lars—has to be central to US security.

This conception of being an Asian Pacific power and the primary one becomes even
more pronounced after the Cold War. As one of the early post-Cold War Defense
Planning Guidelines of the Pentagon stated, the goal of US strategy was to prevent
the rise of “a new rival” or “hostile power” capable of dominating the key regions of
the world (New York Times 1992). In 1992, the top two regions where such peer com-
petitors might emerge were thought to be Europe (Germany) and Asia (Japan); as an
Atlantic as well as an Asian Pacific power, the United States sought to maintain its
military preponderance and political influence in both regions. Far from retrench-
ing, the United States encouraged the expansion of NATO in Europe, and consoli-
dated its bilateral alliances in Asia. All five of America’s Asian military allies were
upgraded to the status of Major Non-NATO ally: Australia, Japan, and South Korea
in 1989; Thailand and the Philippines in 2003. The 1997 review of the guidelines on
US-Japan Defense Cooperation specified Japan’s expanded security role in “the areas
surrounding Japan” and was widely seen as a successful attempt at renewing and
reinforcing the US-Japan military relationship. The latter was further strengthened
by the George W. Bush administration’s Defense Policy Review Initiative (DPRI).
The Bush administration was also proactive in encouraging US allies and partners in
Asia—in particular Japan, Australia, and India—to deepen their political-military
cooperation, with or without the United States (Twining 2007, 87-88; see also
chapter 38).
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The Obama administration’s rebalancing or pivot back to Asia in 2011 merely reaf-
firms this conviction on the part of US policymakers that Asia is critical to its secu-
rity and the method of ensuring US security is maintaining primacy (Clinton 2011;
Bader 2012). In a sense, the pivot appears to suggest that the United States has been
distracted by the wars in Iraq and Afghanistan, and that as it retrenches from the
Middle East it will refocus on Asia. In the future, 60 percent of the US naval power
projection will be in Asia. So, while it is not certain what the unipolar structure of
world politics implies for the US position in Asia, one can more easily infer that
America’s conception of itself as an Asian Pacific power is enough for it to maintain
its military presence in Asia, in contrast to analyses that predicted it would retrench
from the region.

5.4. EXPLAINING THE PAUCITY OF
ASIAN COUNTERBALANCING

If the United States is indeed militarily preponderant in Asia and intends to maintain
this condition, a second puzzle arises: why are so few nations in Asia resisting this
primacy? Balance-of-power theory would expect many to augment their own hard
power and to form alliances—formal or informal—to balance the power of the United
States, so that it will not be able to “lay down the law for all” in Asia. Yet counterbal-
ancing against the United States is scarcely occurring. The post-Cold War military
expenditures of the ASEAN states that are not US allies show an upward trajectory,
but they are primarily explained by military modernization, made possible by eco-
nomic growth, worries about immediate neighbors, and, to an extent, China. If any-
thing, ASEAN has been at the forefront of embedding US military power in the region
(see Goh’s chapter). After initial apprehensions in the early 1990s, the US-Japan secu-
rity relationship has been strengthened through revision of the guidelines and Japan’s
greater willingness to allow its Self-Defense Forces to play supporting but noncombat
roles in US or UN-led regime change or peace-building operations. In recent times,
Japan’s strategic worries have focused on North Korea, China, and Russia (Defense of
Japan 2012; Hughes 2009).

As China’s political and economic influence is on the ascendancy, it would have rea-
son to balance American power in Asia. However, the consensus is that China is choos-
ing not to do so. China is modernizing militarily: it is developing technologies and
capabilities that will allow it asymmetric advantages in its neighborhood. But these
capabilities are focused primarily on deterring the United States in the event of conflict
with Taiwan and not on challenging the US role and military presence in Asia. China
is militarily sufficiently far behind the United States and Japan that it will be several
decades before its “internal balancing” can hope to approximate US—not to mention
its allies’—military prowess.
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China remains reluctant or unable to form coalitions in Asia to counter the prepon-
derance of the United States. With the exception of Laos, Cambodia, and Myanmar,
the members of ASEAN are either military allies of the United States or are more
closely aligned with the United States than with China in military-security terms. The
Shanghai Cooperation Organization (SCO) has been seen by some as a potential focal
point for a China-Russia initiative to balance US power in Central Asia. Balancing the
United States is not high on the agenda of the SCO, in part because China and Russia
are competing to influence the Central Asian members and in part because mutual
trust among Central Asian states such as Kazakhstan and Uzbekistan remains low
(Olcott 2008, 236, 249; see also chapter 25). Moreover, most of the Central Asian states
prefer to focus on their role in the Organization for Security and Co-operation in
Europe (OSCE), suggesting an interest in diversifying their strategic links westward
instead of exclusively concentrating on the East.

5.4.1. Threat Perception: History, Geography, and Ideology

An understanding of why virtually no countercoalition against the United States is
being undertaken will need to consider threat perceptions (Walt 1987). Threat percep-
tions are not simply a function of aggregate power; if they were, Asian states would see
the United States as a threat and balance against it. In Asia, history, geography, and ide-
ology are especially salient in constructing or assessing threat. Where a neighbor has
attacked and/or subjugated another (as Japan has Korea, China, and much of Southeast
Asia), where a state with revolutionary ideology has attempted to spread that ideology
(as Mao’s “wars of national liberation” convulsed the new states of Southeast Asia), or
where a state has displayed hegemonic ambitions (as Japan did before World War II
and Indonesia did in the 1960s)—these historical legacies play a crucial role in the way
threats are assessed.

Thus memories of Japanese imperialism in Asia go a long way in explaining why
strategic trust of Japan tends to be low. The fact that Japan has been reluctant to own
up to its actions during World War IT adds to the distrust. That is a major reason why
most in Asia—including China—view the US presence as playing a stabilizing role.
The US-Japan alliance reassures Japan and perpetuates the condition by which Japan
renounces force as an instrument of policy. Put differently, the US presence and the
US-Japan alliance reassure Japan and restrain it from becoming too “normal.” A “nor-
mal” Japan, that is, one that incorporates military force as an instrument of foreign
policy, will evoke memories of Japan’s imperial past in Asia—especially in China—and
be perceived as a strategic threat. Similarly, the founding members of the Association
of Southeast Asian Nations (ASEAN)—Thailand, Malaysia, Singapore, Indonesia, and
the Philippines—saw China as a threat during the Cold War because of the latter’s sup-
port for domestic Communist insurgents within their borders. These ASEAN states
were very much aligned with the United States during the Cold War, and this remains
true even in its aftermath.
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For historical, ideological, and geographical reasons—all unit-level factors—the
United States is therefore generally perceived in Asia as the least threatening power
in the region. It is for this reason that there are almost no sustained attempts to bal-
ance US power in the region. The general preference is for US military preponder-
ance and hegemony to continue, in large part because of the assumption that it is this
that encourages peace and stability; this situation at least appears to be the experience
of the Asian countries since the 1980s. Their frequent invocations of the “balance of
power” notwithstanding, the majority of Asian nations assume that American hege-
mony undergirds the stability of the region. Memories of the 1950s and 1960s may be
especially pertinent here: when American hegemony was challenged in Korea and
Vietnam, Northeast and Southeast Asia became engulfed in war.

5.4.2. Leadership and Leadership Change

One FPA variable that has been difficult to incorporate systematically into the litera-
ture is the role of leadership and leadership changes, and their impact on the stability
of the region. Yet it is one factor that is likely to exert substantial impact on poten-
tial flashpoints in Asia. For example, the importance of leadership for the texture of
international relations of the region can be seen in the difference between Indonesian
presidents Sukarno and Suharto. With Sukarno at the helm, Indonesians were mobi-
lized to oppose the creation of Malaysia, and a military campaign was launched against
Malaysia and Singapore. In the 1960s Suharto, who deposed Sukarno, rebuilt rela-
tions with Malaysia and Singapore, helped to found ASEAN, and worked to preserve
and maintain regional relations. More recently, mercurial North Korean leaders have
raised tensions in Northeast Asia periodically by conducting nuclear tests, firing test
missiles, and threatening war.

The importance of leadership—the individuals in power and their foreign policy
visions/priorities—is also evident in the last twenty years of China-Taiwan-US interac-
tions on the Taiwanese independence issue. Presidents Lee Teng-hui (1996-2000) and
Chen Shui-bian (2000-2008) supported moves that brought Taiwan closer to de jure
independence; these moves, such as Lee’s visit to Cornell University in 1995, generated
tense cross-straits relations, which in turn embroiled the United States (Ross 2000). In
this particular instance, China was sufficiently alarmed or angered by Lee’s policies
that it sought to intimidate Taiwan by firing missiles under the guise of military exer-
cises in the vicinity of Taiwan. The Clinton administration responded by sending two
aircraft carrier groups toward the Taiwan Strait to deter China. Much to the region’s
and America’s relief, the switch in leadership from Chen Shui-bian to Ma Ying-jeou
in 2008 has allowed Taiwan to demote the significance of the issue of independence.
In contrast to his predecessors, President Ma has pursued a strategy of rapprochement
vis-a-vis China, resulting in improved relations, such that he could claim in 2010 that
“the risk to the United States of a conflict between China and Taiwan is the lowest in
60 years” (CNN 2010). This demonstrates that different leaders can make a difference to
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the peace and stability of the region. As we shall see, that leaders can make a difference
is also part of the story of economic dynamism.

5.5. FPA AND EcoNOMIC DYNAMISM IN ASIA

It is the FPA variables, rather than international structure, that do the heavy lifting
when it comes to solving the puzzles mentioned above and in explaining Asia’s rela-
tive peace and stability. Ifitis accepted that this is the case, how do the two approaches
fare when it comes to explaining Asia’s economic dynamism? At first glance it would
appear that international economic structure—conceived as the “rules of the game”
as dictated by the international trading and financial institutions—constitutes a
reasonably effective explanation for Asia’s strong economic growth and dynamism.
These rules find expression in neoliberal theories of the international economy and
they are also well represented in the Washington Consensus (Rodrik 2007; Wade
2011).

The basic premise of neoliberal theory is that in addition to security, states seek
wealth, and that—in the Western world at least—an emphasis on the offerings and
opportunities provided by the market economy is the best strategy to securing wealth.
While competition in the security arena tends to be associated with conflict, compe-
tition in the economic arena is considered healthy because it leads to more efficient
firms and cheaper products. To begin with, global economic institutions already exist,
such as the World Trade Organization (and its predecessor GATT), the World Bank,
the International Monetary Fund, and the Organization for Economic Cooperation
and Development (OECD); those who wish to join these clubs would have to function
according to the established rules of these institutions. The key rule, best exemplified
by the Washington Consensus, is for countries to open up their markets and to abjure
protectionist trade policies (Siebert 2009, 75), thereby permitting the global capitalist
market to shape a country’s production, trade, and investment profiles. For example,
in trade, the GATT/WTO requires its members to lower trade barriers in the name of
benefiting from the international division of labor.

As suggested by neoliberal economics, promarket reforms were indeed the first
steps that the Asian tiger economies took. Beginning with Japan in the 1950s, succes-
sive Asian states plugged themselves into the capitalist world economy, opened their
markets, pursued export-led growth, and competed for foreign investment. In other
words, they seem to have acted in accordance with the rules dictated by Western global
economic institutions. Virtually all who made the effort achieved impressive economic
growth, with the most spectacular—China—achieving 10 percent GDP growth for
more than two decades. International economic structure appears to ensure wealth
development in a far more direct and immediate way than international political struc-
ture, judging by its ability to explain outcomes in its domain.
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While there is an element of truth in the above narrative of the sources of Asian eco-
nomic growth and dynamism, it also exposes a number of puzzles. Why did it occur in
Asia, but not in Africa, Latin America, and the Middle East? After all, the rules of the
global economy were exactly that: global rules for all who want to prosper. Why did the
majority of East Asian nations manage to secure and sustain high economic growth
whereas other developing regions did not? The literature in development economics
and international political economy addresse this question (Phillips 2011); for our pur-
poses, however, it suffices to say that choices made by leaders in the different regions
made all the difference.

The second puzzle is whether the Asian states achieved success by subscribing to, or
subverting, the rules of the international economic game. The consensus is that they
were selective in terms of which rules to follow and that they improvised and adopted
strategies—usually at variance with those recommended—to maximize their com-
petitiveness. The common element essential to solving both puzzles is the centrality
of choice. Choice always involves decision-makers, the decision-making process, and
institutional contexts, that is, FPA.

5.5.1. Ideology and Strategic/Economic Alignments in Asia

In retrospect, it appears obvious that Asia’s “capitalist roaders” have been extremely
successful in generating national economic growth and increasing per capita income,
initiating the economic dynamism we see today. The basic but critical choice, founded
primarily on political ideology, was between anti-Communism and Communism/
socialism as the most appropriate way to organize political-economic life. As detailed
in the above analysis of peace and security, Japan, South Korea, Taiwan, and the origi-
nal five ASEAN countries were anti-Communist and regarded the United States and
Western Europe as their natural economic and strategic partners. Others in the region
chose differently: Indochina and Central Asia followed Chinese-Soviet models of
political organization and economic development, while India’s market remained pro-
tected for much of the Cold War.

In general, nations that conformed to the open capitalist model of the United States
and Western Europe have performed well economically, whereas nations aligning
themselves with socialist models have lagged behind. Hence in seeking to under-
stand Asia’s economic trajectory, it is helpful to begin by considering crucial ini-
tial choices made by political elites during the Cold War. Those choices would have
far-reaching political, strategic, and economic consequences. International politi-
cal or economic structure is unable to indicate which path a given Asian country
will choose. Bipolarity suggests that it is difficult to remain neutral, but it offers few
clues as to which superpower a country should align with. It is the ideological predis-
positions of the ruling elites, thought of simply as procapitalist or prosocialist/com-
munist, that mattered most. This analysis also suggests that it is possible for stagnant
socialist nations to recover economically if they alter their economic ideology. China’s
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post-1978 “capitalism with socialist characteristics,” India’s promarket reforms in
the 1990s, Indochina’s “economic renovation,” and even Russia’s and Central Asia’s
absorption into the global capitalist economy have generated economic growth on a
scale that eluded them when they adhered to socialist economic preferences.

For most in Asia, however, sharing the sentiments of market economy capitalism
did not necessitate adherence to all of its rules. Consider Japan as an example. With its
political and economic systems shaped by the United States in the post-World War II
years, Japan’s integration into the US-led world capitalist system was a foregone con-
clusion. Yet what most analysts have observed is that despite being under the tutelage
of the United States, Japan did not adopt a laissez-faire approach to economics (see
chapter 8). The Ministry of International Trade and Industry (MITI) selected which
sectors of the economy to protect and which ones to open to market competition. Japan
is seen as the archetypal “developmental state,” and most of the Asian states—though
not all, Hong Kong being the notable exception—that followed Japan have also adopted
an industrial policy approach to economic development (Johnson 1982; Haggard 1990).
That is, while they apprehended the necessity of joining the world economy, they were
equally convinced of the need to retain control of the sectors to be exposed or pro-
tected. Political economists have argued that while such industrial targeting does not
always succeed, it has, in general, served the Asian economies well (Wade 2011).

To a considerable extent South Korea and Taiwan “mirrored” Japan’s economic
strategy (Rodrik 2011, 147). Both possessed governments that were single-minded
about economic growth for domestic political as well as geopolitical reasons (Doner,
Ritchie, and Slater 2005). Strong economic growth enhanced the political legitimacy
of the South Korean and Taiwanese governments; it also provided the moral and mate-
rial bases for them to counter threats of being absorbed by North Korea and China.
South Korea’s and Taiwan’s predominant economic objective took the shape of increas-
ing their “industrial capabilities and [fostering] a strong manufactured base” (Rodrik
2011, 147; see also chapter 11). Private enterprise was encouraged and facilitated by the
state. Both governments also fostered “priority sectors” for their economies by pro-
viding subsidized loans (South Korea) or tax incentives (Taiwan) to favored sectors.
These selected infant industries were protected from foreign competition while being
“goaded [by the state] to export from day one.” The point is that like Japan, Korea and
Taiwan were selective in determining the sectors they opened up to the ravages of the
market economy; they backed critical industries prior to permitting open trade and
ensured they were poised for export-led growth. The key to their success—a formula
followed later by China—was to encourage experimentation, to innovate, and to pace
national industry while responding to the pressures of liberalization (Rodrik 2011,
148-49).

In other words, while the international economic system does pressure states to open
up their markets, devise investment-friendly policies, and back exchange rate convert-
ibility, and while the high-growth Asian countries have generally moved in accord
with these dictates, their policymakers have also sought to control the timing, pace,
and scope of their liberalization actions. Protecting infant industries until they are
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strong enough to compete, determining when to free up interest rates, and timing one’s
ascension to the WTO, are all policy decisions that point to the significance of agency
to the foreign economic policy of these Asian countries.

5.5.2. Leadership

The analysis of Asia’s economic dynamism would not be complete without discussion
of the role of leaders and leadership. Although forward-looking bureaucrats pursu-
ing growth-orientated strategies are crucial, they are only able to perform their roles
because of political decisions made at the highest levels. In the case of Japan, South
Korea, Taiwan, and the original ASEAN-s, the decision to pursue capitalist growth and
all that it entailed was unproblematic largely because the political elites running those
countries were ideologically anti-Communist, which also meant that the United States
and the West were their accepted political-economic allies. This was especially true
during the Cold War. For China and India, however, communist and socialist ideology
respectively prevented their full integration into the global capitalist economy. Both
nations were required to shed substantial chunks of their ideological precepts before
they could partake in and reap the benefits of the global economy.

Imagine a world in which, instead of jettisoning them, Deng Xiaoping and
Manmohan Singh had retained the economic models they inherited: would we be
debating the rise of China and India and their implications for world politics today?
It is unlikely. Researchers would be debating why the two geographic giants of Asia
remained economic backwaters, the implications for their domestic stability, and
possible external repercussions. Deng’s and Singh’s decisions to open up China’s and
India’s economies in the late 1970s and early 1990s respectively ushered in a period of
rapid growth such that today their economic, political, and military influence inform
all discussions of the international relations not just of Asia, but of the world. Two
domestic decisions, made possible by leadership changes in China and India, and
driven by the need for domestic political legitimacy, would alter the contours of world
politics.

The factors that nudge China and India in the direction of market reforms are
well known, but what needs to be emphasized are the roles of Deng Xiaoping and
Manhoman Singh in making the final decisions—often over formidable opposition—
to initiate market reform. In China’s case, it has much to do with Deng’s conviction
that his country was economically backward; one of his first actions upon returning to
power in the late 1970s was to embark on study tours of the capitalist countries. In 1978,
for example, thirteen officials of vice premier rank embarked on twenty study trips,
visiting fifty countries (Vogel 2011, 218). Deng’s own tour of Thailand, Malaysia, and
Singapore persuaded him that China could catch up with the global economy without
domestic political liberalization.

In the case of India, analysts often point to the economic shocks of the 1980s in
convincing Indian prime minister P.V. Narasimha Rao and his able finance minister,
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Manmohan Singh, to liberalize India’s economy. An Oxford-trained economist, Singh
did not need the 1987 crisis to convince him of the advantages of a more open economy;
the crisis allowed him to win political debate on the matter. Since then, India has made
impressive progress, securing 6—7 percent growth per annum in most of the last twenty
years. While India is undoubtedly moving toward economic openness, domestic poli-
tics and ideology have frequently halted and on occasion reversed policies that eco-
nomic officials had considered settled and in the long-term interest of the country (see
also chapter 10).

Deng’s and Singh’s decisions to reinsert their countries into the world economy and
adopt selected market-friendly economic policies will probably rank as two of the most
important decisions of the last half-century. To be sure, their decision has just as much
to do with the need to secure domestic political legitimacy—with globalization and the
revolution in communications, leaders who fail to respond to the aspirations of their
citizenry will have difficulty legitimating their power. By choosing to join the capitalist
world economy, they transformed their countries from lethargic giants into economic
juggernauts. If not for these transformational leaders and their decisions, scholars and
practitioners of international relations would not be fussing about rising powers and
their implications for world peace and prosperity. Leadership and political legitimacy,
in other words, matter.

5.6. CHALLENGES OF THE FPA APPROACH

If we have succeeded in making a case for FPA’s ability to address important puzzles
about Asia’s international relations that have confounded structural IR theory, it is
appropriate also to point to some challenges that confront the FPA analyst. The first
challenge concerns an embarrassment of riches: there are numerous unit-level vari-
ables clamoring for the attention of the FPA analyst. In this chapter, I have focused on
threat perception, identity, ideology, and leadership as FPA variables that can help us
to understand the foreign policy choices of key actors, and in so doing, enable us to
explain the relative peace, stability, and economic dynamism of the region.

Those are of course not the only relevant unit-level variables. One can easily think
of a host of others: regime type, strategic culture, interest groups, executive-legislative
interactions, and, operational codes, that may be relevant to explaining the foreign
policies of Asian states. Some of these concepts or theories of foreign policy are better
specified than others, and some are more relevant to certain kinds of polities, so the
analyst has to exercise judgment in identifying those that are most relevant to a specific
problem. FPA approaches tend to be less parsimonious than the main IR theories in
their specification of the key causal variables. For instance, neorealists need only ascer-
tain the ordering principle (e.g., anarchy) and from this derive the logic (self-help) that
drives states (balance of power). But this theoretical elegance and parsimony comes
at a price: it often gets things wrong—such as the absence of balancing in the wake of
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hegemony—and it raises as many puzzles as it solves. Moreover, as puzzles and anoma-
lies accumulate, the original theory morphs or proliferates into other forms, such as
defensive realism, offensive realism, neoclassical realism, and so on, leading some
scholars to conclude that realism is a degenerate research program (Vasquez 1997).

A second challenge concerns the lack of archival data. Whatever theories or vari-
ables an analysis of country X begins with, FPA is very much about tracing the fate
of these variables in the decision-making process. To do that, good data is required.
Few Asian countries have adopted the official document declassification process
found in US presidential libraries or the National Archives of countries like Britain
and Australia. The general absence of declassified records means that it is difficult for
scholars of Asian foreign policy to produce accounts of major decisions with the detail
found in works analyzing US or French decision-making. This in turn makes it dif-
ficult to test theories. Formidable challenges confront the FPA scholar who wants to
capture the foreign policy dynamics, past or present, of China or India, not to men-
tion North Korea or Myanmar. While interviews with policymakers, perhaps supple-
mented by public documents and reports, can go some way in producing adequate first
cut accounts of the history of certain decisions, they are not a substitute for accounts
based on records of decision-making meetings. To be sure, the latter may be scripted,
or the decision may have already been reached before the meeting, but even then, the
advantage is held by those who have seen the documents and are thus able to judge
their relevance in the context of existing understandings of the decision.

The data challenge, however, is not insurmountable. Important works based in part
on the available archival sources have enhanced our understanding, for example, of
Mao’s decision-making during the Korean War (Chen 2001), the role of ideology in the
Sino-Soviet split (Luthi 2008), and the diverse perspectives of Southeast Asian coun-
tries on the Vietnam War (Ang 2010). Luthi’s study of the Sino-Soviet split was explicit
regarding the challenges in accessing Chinese and Russian central archives; he had
some success, however, with Chinese provincial archives, which contained transcripts
of selected Politburo meetings; he also consulted archives in Germany and Poland for
transcripts of meetings with Chinese and Soviet leaders, allowing him to support his
analysis with more documentation than is usual. In a similar vein, Ang’s analysis of
Southeast Asian responses to the Vietnam War made use of American, British, and
Australian archives—in particular, transcripts of conversations of Southeast Asian
leaders with their counterparts in those countries—to arrive at a better-documented
and more nuanced picture of Southeast Asia’s reactions to the US intervention in, and
withdrawal from Vietnam.

5.7. CONCLUSION

For too long, FPA scholars have ceded ground to structural IR theories’ mantra that
it is impossible to explain international outcomes by reference to unit-level factors.
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This chapter has suggested that structural IR theories such as neorealism and neo-
liberalism are less capable than FPA theories in explaining Asia’s relative peace and
economic dynamism of the last twenty years; it has been argued that FPA variables
such as political ideology, threat perceptions, and leadership take us closer to under-
standing those outcomes. This approach attributes to the role of agency and choice
a greater significance than structure, not only in explaining the foreign policies of
individual states, but also in explaining international outcomes such as peace and
economic dynamism. It is in basic agreement with Alastair Iain Johnston’s observa-
tion that “It is hard to see how a balancing outcome would be produced if most of the
major actors in the system refused to balance” (1998, 58). Which seems to describe
the situation in Asia: most of the major actors are not counterbalancing the United
States for the reasons discussed above. By countenancing US hegemony, Asia has
reinforced a major “pathway” to achieving stability or “security order” (Alagappa
2003; see also chapter 24).

It is useful to end this analysis by speculating on a question that so far has inten-
tionally been bracketed: the interactive effects of the two outcomes examined in this
chapter. Relative peace and economic dynamism should exhibit mutually reinforc-
ing effects. Liberal theory suggests that by benefiting nations through interstate trade
and investment, economic interdependence—a force behind Asia’s economic dyna-
mism—creates incentives for states to avoid military conflict (see chapter 3). The logic
is compelling up to a point. States that have been achieving high economic growth
rates have done so against a backdrop of relative peace and stability. The consequent
improvement in material well-being incentivizes Asia’s policymakers to avoid poli-
cies that threaten peace and stability, thereby encouraging a virtuous cycle. However,
it would be unwise to assume that relative peace and economic dynamism are
always mutually reinforcing. Sustained economic growth has also allowed many in
Asia to embark on military modernization as a means of increasing their political
clout; greater political clout, in turn, has heightened nationalism as well as a sense of
regional entitlement among the great powers of the region. Perhaps that is why many
in the region welcome the “rebalancing back” to Asia policy of the Obama adminis-
tration. Never mind that the United States never really left and in fact, remains the
preponderant power. A strong U.S. military and economic presence, it is assumed,
will keep the ambitions of the rising powers in check, while ensuring that the other
Asian states will not be entirely dependent on the resident economic juggernauts for
their continued prosperity and security.
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CHAPTER 6

......................................................................................................

THE INTERNATIONAL SOCIETY
APPROACH AND ASIA

......................................................................................................

BARRY BUZAN

6.1. INTRODUCTION

This chapter surveys the literature on “international society” in Asia to determine
what insights it offers regarding past patterns and future trajectories in the region, and
how Asia relates to the West. International society is the main concept of the English
School. It draws attention to the way in which states not only form international sys-
tems in which they interact mechanically, but also form international societies defined
by deep social practices, or “primary institutions,” such as sovereignty, territoriality,
war, the balance of power, nationalism, the market, diplomacy, and international law.
The English School has its roots in history and political theory, and is also concerned
with how the society of states interacts normatively and politically with the “world
society” of humankind as a whole and the nonstate actors of global civil society (Bull
1977; Buzan 2004; Hurrell 2007).

International society is not merely an external perspective used to construct a dis-
tinctive analysis of Asia. Increasingly, the English School is becoming an established
approach within the academic literatures of Asian IR. The main interest has been in
China, where there is now considerable literature that cannot be outlined fully here.!
A body of Chinese writing exists concerning the English School (X. Zhang 2010), as
do external analyses of Chinese thinking about IR that incorporate the English School
(Y. Zhang 2003; Lynch 2009). There is also use of the English School perspective to ana-
lyze contemporary international relations and Chinese policy (Pan 2008; X. Zhang
2011). The English School serves as a foil for those interested in construction of a Chinese
School of IR (Qin 2005). Similar, but smaller studies can be found in Korean (Jang 2008;
Nam 2008; Shin 2008; Sohn 2008) and Japanese (Hosoya 1998; Katano 1998; Nagao et al.
2000; Suganami 2002; Udagawa 2005; Sakai 2008; Ikeda 2009).2 There is also a modest
number of English School studies from India (Rana 1993; Bajpai 1997, 2003).
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This chapter concerns both local international societies in Asia and the relation-
ship between Asian states and peoples with what is called Western-global international
society. It is therefore mainly interested in two distinct issues: states, and what Asian
history and contemporary international relations look like in an English School per-
spective. Inherent in the term Western-global is a specific stance regarding the under-
standing of international society and how to deal with the distinction between regional
and global levels; the idea that there is a global-level international society dominates
much English School literature. It rests on the view that this international society
resulted from the expansion of European interests to a global scale, with decoloni-
zation producing a set of states that were homogeneous in the sense of being sover-
eign equals. The price of independence—or for those not colonized, the price of being
accepted as equals by the West—was adoption of Western political forms and accep-
tance of the basic primary institutions of Western international society. The perspec-
tive of this chapter accommodates a postcolonial view, seeing the outcome not so much
as a globally homogeneous—if thin—social structure, but rather as a center-periphery
structure. This structure retains a dominant Western core surrounded by postcolonial
regional international societies that exhibit varying degrees of differentiation from,
and subordination to, that core. This perspective retains a thin global international
society based on genuinely shared primary institutions, mostly of Western origin. But
variations on how these institutions practice political and security relations—most
notably through sovereignty and nonintervention—plus the continued projection
of contested Western values—human rights, democracy, the market, environmental
stewardship—onto the rest of the world creates considerable scope for differentiation
between the West and the rest.

This view of international society is therefore in part genuinely global, because
there is a significant core of shared institutions, but also partly hegemonic, because it
was created mainly by the West, and Western values are still projected strongly onto
it. It leaves room for regional social structures such as those found in Europe, Latin
America, and the Middle East. It repositions the global in relation to the regional levels,
and deprivileges the West by making it different from the global. Regional variations
are not necessarily or even probably aimed at asserting an alternative universalism to
the Western-global order, and in that sense they are not comparable to the Cold War,
which concerned exactly such an alternative universalism. Rather, regional variations
reflect a mix of acceptance of some Western-global institutions with resistance to—or
modification of—others. They assert a degree of cultural and political—and to a lesser
extent, economic—distinctiveness, and create a degree of second-order pluralism
within international society. Introducing a degree of skepticism regarding “the global”
in this way changes the perspective of how the regional and the global levels of interna-
tional society interact and reproduce themselves.

This analysis is divided into three phases. First is the pre-encounter period, where the
focus is on indigenous forms of international society. Second is the encounter period,
during which local polities and their international societies confront an expanding
Western-global international society and its “standard of civilization.” Third is the
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post-decolonization period, in which entry into Western-global international society
becomes available to a large proportion of the population. If this scheme appears as too
West-centric, that is because the West has broadly set the terms for the game of interna-
tional society over the last two centuries (for related ideas, see chapter 7). Hence use of
the term Western-global.

This chapter will reflect the imbalance of English School literature in its application
to different regions of Asia: research is rich on East Asia, thin on South Asia, and non-
existent on Central Asia. The study of international society in both South and Central
Asia before the encounter with Europe has attracted almost no interest, whereas the
pre-encounter Sino-centric international society in East Asia is an increasingly popu-
lar subject of study. The imbalance is explicable during the encounter period because
the large states in Northeast Asia were not colonized and therefore maintained an
independent story of aspiring to meet the “standard of civilization” in order to gain
entry into Western-global international society. By contrast, South Asia was colonized,
which meant that it was excluded from the classical international society approach
because it was subsumed under British sovereignty. Postindependence there has been
minimal interest in regional international society in South Asia, and little inclination
to differentiate South Asia from the Third World when considering global-level inter-
national society. Again by contrast, there is growing interest in the idea of a distinctive
East Asian regional international society, and—particularly in relation to China—
interest in what might be thought of as the ongoing encounter of China, and to a lesser
extent Japan, with Western-global international society.

6.2. THE PRE-ENCOUNTER PERIOD

The pre-encounter period addresses the indigenous forms of international society that
evolved in Asia before the Western intrusion overwhelmed them. No comprehensive
work addresses this issue for South or Central Asia, and as a consequence there is sub-
stantial research opportunity on this topic.

On East Asia, by contrast, there is growing coverage of the premodern Sino-centric
international society (Watson 1992; Y. Zhang 2001; Suzuki 2009; F. Zhang 2009,
forthcoming; Zhang and Buzan 2012), and also a long-standing related interest in
“Confucian civilization” (Fairbank 1968; Huntington 1996; Kang 2003, 2003-4, 2005,
2010). The literature that looks at East Asian history in terms of indigenous interna-
tional societies is split into two distinct strands. The first strand, in line with most
Western IR literature dealing with Chinese history, places disproportionate emphasis
on the warring states period (770-221 B.c.) during which China was a self-contained
international system along the anarchic lines more typical of European history.
Watson (1992, 85-93) and Yongjin Zhang (2001) investigate the institutions of inter-
national society during the warring states period, identifying sovereignty, diplomacy,
balance of power, and elements of international law in rituals. However, Watson (1992,
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88) sees a tendency of Chinese warring states to bandwagon rather than to balance.
Hui (2005, 18) goes so far as to deny the existence of international society in warring
states in China because there were virtually no restraints on ruthless behavior and the
use of force. This strand contemplates a system of states within China during a period
which ends in 221 B.c. with imperial unification. It predates international society in East
Asia, but nonetheless provides a useful comparison for other premodern anarchic state
systems.

The tone for the second strand is set by Fairbank (1968, 1-6) with the idea of a
“Chinese world order” in which a relatively seamless spectrum existed, from the care-
fully structured Confucian hierarchy and its processes of legitimation within China, to
a similarly structured hierarchical order between China and its East Asian neighbors.
After the waxing and waning of the warring states period, the Chinese world order
system endured for two millennia up to the late nineteenth century. Given the relative
insulation of Northeast Asia from the other centers of civilization in the classical world,
this international society was an almost entirely pristine indigenous formation. Watson
(1992, 85-93) sees mainly imperial centralization and minimal international society,
but this view is increasingly contested. China was certainly a unipole at the center of
a suzerain system, but as Gong (1984a, 130-36) emphasizes, one needs to think of this
suzerainty not mainly in power terms, but primarily as a cultural, civilizational order.
Feng Zhan (forthcoming) argues that “suzerainty” in the Sino-centric international
society did not involve extensive Chinese control over the foreign policies of its “vas-
sals.” Yongjin Zhang (2001, 51-57; see also Zhang and Buzan 2012) sees this Sino-centric
order more as a layered form of international society with the tribute system as the key
institution of its core. Suzuki (2009, 34-46, 66-78) generally supports this view, empha-
sizing its Confucian qualities of order, harmony, and stability, the depth of belief that
sustained it, and related institutions and practices of war, balance of power, and diplo-
macy. Feng Zhang (2009, forthcoming) questions the monolithic view of the tribute
system as the key institution of this society, emphasizing the considerable variation in
practice contingent on shifts in the distribution of power, and seeing room also for war
and the balance of power as institutions. Although not writing from an English School
perspective, Paine (2003, 257, 306, 34951 1. 43) can be read as arguing that “face” was
another key institution of this Sino-centric international society.

One problem in thinking about international society in the context of hierarchical
orders is that the English School has focused mainly on international societies close
to the anarchic end of Watson’s (1992, 13-18) spectrum, which ranges from anarchy,
through hegemony, suzerainty and dominion, to empire. It could be argued that the
concept of international society is only relevant for the anarchic end of the spectrum
because hierarchy removes the multiactor condition required for a society. The issue
of hegemony and international society is being increasingly addressed in the English
School literature (Watson 1992, 299-309, 319-25; 1997; Gong 1984a, 7-21; Clark 1989,
2009, 20113, 2011b; Dunne 2003; Hurrell 2007, esp. 13, 35-36, 63-65, 71, 111-14; see also
Goh 2008). Watson’s spectrum, the analysis of classical empires by Buzan and Little
(2000, 176-88), and Clark’s construction of hegemony as an institution of international
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society suggest that there is considerable room for international society toward the
hierarchical end of Watson’s spectrum. East Asian history is thus feeding into the
development of English School theory as a case of a distinctly non-Western form of
international society.

This Chinese suzerain order, like the anarchic European one that destroyed it, was
also based on the logic of “standard of civilization.” Just as for European international
society, there was a civilized group of insiders—in this case Confucian rather than
Christian—that accepted a shared set of primary institutions, and a barbaric group of
outsiders that might be converted to civilized, that is, Sinicized ways (Y. Zhang 2001,
55-56; Suzuki 2009, 55). The Chinese order operated within a hierarchical belief sys-
tem in which a given state—usually China, although sometimes Vietnam or Japan (see
F. Zhang, forthcoming)—was the suzerain and the core of high civilization, whereas
the European system relied more heavily on the principle of sovereign equality, even
though there was continuous contestation for hegemony within Europe. China’s bar-
barians were sometimes powerful enough to defeat and conquer China, though gener-
ally becoming Sinicized when they did so.

This Chinese order was comprehensively destroyed during the nineteenth century.
Like a number of other classical empires, such as Rome and Byzantium, China consid-
ered itself not just to be the center of a local cultural system, but the center of civiliza-
tion: the Middle Kingdom. As Paine (2003, 336) succinctly observes: “Only in the late
nineteenth century did the Chinese learn that civilization had a plural.”

6.3. THE ENCOUNTER PERIOD

South Asia is again conspicuous by its absence from the English School literature cov-
ering this period. Gillard (1984) mentions India briefly as a system of warring states
existing after the breakup of the Mughal Empire. His general view is that the Asian
states and systems were both too slow to adapt to European international society, and
too weak to resist it. Once Britain took control of South Asia, the region disappears
from the international society story until decolonization. Central Asia was mainly
absorbed by Russia and as a consequence was excluded from the international society
perspective.

When Europeans first arrived in Asia during the late fifteenth century, they were
new players in the long-established Indian Ocean trading system, initially participat-
ing as no more than equals and sometimes, especially in Northeast Asia, as inferiors
(Little 2004). They did not become dominant over the other major players in the Indian
Ocean until the late eighteenth century, and not in East Asia until the mid-nineteenth
century. But despite inroads secured by European Christians and merchants, China
and Japan placed effective restrictions on European rights of access to their economies
and societies. China was able to maintain its own trading system up until 1840, and
Japan until 1853, at which points both acceded to Western penetration in the face of
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superior military force. For more than three centuries after direct and regular con-
tact was initiated during the sixteenth century, the major powers of East Asia were
able effectively to resist domination by European international society, and to main-
tain their own domestic and international institutions. This long first phase of the
encounter story, in which Europeans were obliged to adapt to Asian practices rather
than the other way around, has as yet received relatively little attention in the English
School literature (one exception is Gong 1984, 130-36). This early phase is perhaps bet-
ter seen as a long-range encounter between two regional international societies than as
a global-regional encounter.

It was only during the middle of the nineteenth century—when Western power
had become greatly enhanced by the technological and social fruits of the Industrial
Revolution—that the serious encounter between the major East Asian states and
Western-global international society began. By this time the West was rapidly becom-
ing globally dominant. During this period the Southeast Asian states were for the
most part reduced to colonial status. But even in the face of overwhelming European
power, both China and Japan managed to resist being colonized, partly because the
Europeans preferred to dominate states rather than incur the costs of occupation. The
destruction of the Sino-centric international society in East Asia receives more atten-
tion than its long existence (Gong 1984a, 1984b). Yongjin Zhang (2001, 58-63) shows
how it was completely overthrown by the Western intrusion into East Asia during the
nineteenth century. Suzuki (2009, 46-55, 148-76; forthcoming) examines the contesta-
tions for “middle kingdom” status within it, and at its eventual destruction by the West
and its rising apprentice, Japan. Paine (2003, 5, 297) emphasizes how it was not so much
the Western defeats of China that brought down Sino-centric international society, but
China’s defeat by Japan in 1894-95. The West could be discounted as a species of power-
ful barbarians like others in China’s history, outside the Confucian system and as such
not an ideational threat to civilization. Japan, however, destroyed the core cultural idea
of Chinese suzerainty from within.

The nineteenth-century colonization inflicted on the states of Southeast Asia can be
seen as a peripheral part of the West’s defeat of China, and destruction of traditional
East Asian international society. Because the English School generally becomes silent
once a state or people is incorporated into an empire, Southeast Asia’s part of a forma-
tion process of colonization and decolonization largely excludes it from the English
School account until decolonization. The one exception is Siam (Thailand), which was
penetrated but not colonized, and underwent an encounter process similar to—and
influenced by—that of Japan (Gong 1984a, 201-37; Englehart 2010). China and Japan
underwent a process of encounter and reform, which makes them prominent in the
English School literature.

English School attention focuses on the different ways in which China and Japan
responded to the encounter, and how those different responses played into each other.
By the middle of the nineteenth century, both countries were threatened not just by the
West’s superior military power, but also by its “standard of civilization,” in which they
were classified as culturally—and in some versions racially—inferior. Being inferior
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in military power and status was both degrading and dangerous during the height of
Western imperialism. As Suzuki (2005, 2009, forthcoming) argues, Western interna-
tional society was two-faced, presenting a more orderly and equal character among
its (Western) members, but treating outsiders unequally and coercively. Yet on top of
these positional similarities lay an inescapable difference: for China, the encounter
with the West offered almost nothing but loss. Apart from being able to gain some new
technologies to improve its military strength, Western international society offered
China only reduction from its status as the celestial empire to becoming a mere state,
and from constituting the core to being part of the periphery (Gong 1984b; Paine 2003,
352). For China, being merely equal to the Western powers was in itself a major fall
in status. China’s response was thus one of selective and not very successful reforms
aimed at restoring its ability to resist the West and maintain its own system (Gong
1984a, 146-57). China wanted modernization without Westernization, yet because of
tensions between the Han majority and the Manchu ruling dynasty, even attempts at
modernization were half-hearted (Suzuki 2009, 89-113; Paine 2003, 26-32)

For Japan, however, the encounter with the West offered many opportunities.
In addition to Western technology, Japan had the potential to gain equality with
the Western powers and with China, and to shed its inferior vassal status within the
Sino-centric system. Indeed, given the two-tier character of Western international
society, of which the Japanese were well aware, Japan possessed the opportunity to
make good on its own claim to be the Middle Kingdom in East Asia and to assert its
dominance over the region (Suzuki 2005, 2009, 1-33, 46-55). Within Western inter-
national society, Japan could seek great power status, detach itself from East Asia,
and attempt to colonize it, reproducing in East Asia its own “standard of civilization.”
Japan thus responded to the encounter by adopting a rapid and comprehensive mod-
ernization program aimed not just at enabling it to match Western military strength,
but also at securing for itself acceptance by the West as a “civilized” power (Suganami
1984; Gong 1984b; Suzuki 2009, 114-39; forthcoming). It did this with astonishing
speed, undertaking both successful industrialization and major social reform. It also
mobilized nationalism (as the Qing dynasty could not undertake in China because of
the ethnic differentiation between the Manchu rulers and the Han majority) and took
on its own imperialism as a marker of its Western-style modernity (Paine 2003, 80, 89,
95, 128, 205, 240-41, 324-25). By the late nineteenth century this rising power was able
to crush China militarily, and to begin replacing China as the core of an East Asian
imperial system. Japan first removed itself and then Taiwan from China’s sphere, and
its assertion of control over Korea destroyed China’s remaining tributary relationship
(Suzuki 2009, 10). Between the Sino-Japanese war of 1894-95 and the Russo-Japanese
one of 1904-5, Japan was accepted by the West as the first non-Western great power.

From the beginning of the twentieth century until the end of the Second World
War, the English School’s account of East Asia is muted except for following the rela-
tionship between Japan and China on the one hand, and Western-global interna-
tional society on the other. In relation to Western-global international society, both
China and Japan were in the position of weak outsiders seeking recognition. They
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therefore initially presented themselves as status quo powers attempting to conform
to the existing rules of the game sufficiently to become members of the club (Y. Zhang
1991a, 8-16; Gong 1984a, 130-200). This was more difficult before the First World
War, when the West was both confident about its “standard of civilization” and able to
enforce it. But it became easier after 1919, when Wilsonian principles began to mod-
erate and democratize the standard, and through the League of Nations, which made
it increasingly multilateral (Y. Zhang 1991a, 11-12). China, Japan, and Siam began to
open embassies in the West during the later decades of the nineteenth century, and
they each campaigned against the unequal treaties imposed by the West in respect
of extraterritorial rights and tariff controls. Under duress, Japan initially accepted
the terms of such treaties, but from 1868 campaigned against them, getting extrater-
ritoriality revoked in the late 1890s, and tariff control removed in 1911 (Gong 1984a,
164-96). Siam secured the removal of extraterritorial rights and tariff controls during
the 1920s and 1930s (Gong 1984a, 201-37). China’s campaign against extraterritorial-
ity occurred mainly in the twentieth century, but was continuously thwarted by the
high level of disorder in China, and was not successful until 1942-43 (Gong 1984a,
146-63).

There is some argument in the literature concerning exactly when China and Japan
became full members of international society (Y. Zhang 1991a). For China, part of the
problem was its recurrent domestic instability, and the exploitation of this by both
Western powers and, increasingly, Japan, that marked its “century of humiliation.”
After its defeat in 1895, China spiraled into decades of fragmentation, civil war, and
foreign interventions. It remained on the margins of international society (Y. Zhang
1991b), albeit achieving courtesy recognition as “civilized,” and as a great power, during
the Second World War. This recognition was cemented by a permanent seat on the UN
Security Council. Japan’s accession was in some ways quicker and less troubled. It was
accepted as a legal equal by 1895, and as a great power by 1905. But while outstandingly
successful in these ways, it was still not accepted as equal in cultural and racial terms,
failing to achieve a commitment to racial equality at the Versailles negotiations in 1919
and suffering discriminatory legislation in the United States (1924) against Japanese
immigrants (Gong 1984a, 198-200; Clark 2007, 83-106). During the interwar period,
this racial discrimination fed Japan’s long-standing resentment against the West for
treating it as “barbarian.” It helped to shift Japan away from its initial status quo entry
strategy toward a more revisionist position in which it sought to increase its status by
expanding its imperial sphere, first at the expense of China, and then by taking on the
Western colonial positions in East Asia (Suzuki 2009, 182). These moves at the global
level set the scene for what occurred at the regional level in East Asia during the first
half of the twentieth century.

In terms of the overview given so far, the story of international society in East Asia
during the period from Japan’s victory in the first Sino-Japanese war (1894-95) to its
defeat in the second such war (1931-45), concerns the rise and fall of a Japan-centered
imperial system in place of the traditional Sino-centric suzerainty. Japan’s empire
was more centralized and militarized than China’s. It was based not on the shared
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Confucian civilization that regarded China as the cultural core, but on a transposed
version of the Western differentiation between the “civilized” (modern) and “bar-
barian” (premodern), with Japan as the superior “civilized” power. As Sakai (2008,
236) notes: “in East Asia, ‘international order’ and ‘imperial order’ seemed indivisi-
ble.” Japan sought to join the “civilized” inner circle of Western international society
on equal terms, and therefore to reproduce in East Asia that society’s colonial policies
toward “uncivilized” nonmembers.

Was Japan’s imperial project then merely a subset of the general Western pattern of
colonial international society at the global level, the only difference being that Japan
was the first non-Western great power to join this club? A case for this interpretation
could certainly be made. Since the late nineteenth century there had been calls in Japan
to “say goodbye to Asia,” and Japan’s subsequent adoption of its own version of the “civ-
ilizing mission” in the region (Paine 2003, 95, 106, 324; Sakai 2008, 235; Suzuki 2009,
140-76) confirms that in identity terms Japan did exclude itself from East Asia so as to
adopt a Western-style policy of superiority, domination, and exploitation of its neigh-
bors. On this reading it could be argued that there was no distinctive regional interna-
tional society in East Asia during this period.

Grounds for an alternative reading can be found in the discourse within Japan
regarding its role in the region. The Kyoto School philosophers, with their thinking
about “post-white power,” certainly developed a larger conception that differentiated
East Asia from the West. They focused on the problem of how the non-West could
overcome the West by surpassing the West’s achievements of modernity. This required
a national sense of self-mastery, or “mature subjectivity” (shutaisei) sufficient to “free
their minds of the reactionary values and flawed ideas” that keep them, instead of the
West, from running the world (Williams 2004, 11, 18). This thinking played into what
became the Greater East-Asia Co-Prosperity Sphere (GEACPS). As Sakai (2008, 242-
46) argues, in order to justify its expansionism, and undermine opposition to it during
the 1930s, Japan’s discourse turned against nationalism and toward the idea of an East
Asian community based on the logic of regional planning for development. But this
discourse was split between advocates of Japanese hegemony and advocates of more
egalitarian, communitarian approaches to Japan’s neighbors. During the war, these
divisions on the GEACPS continued, with the government taking a harsh imperial
line, and Kyoto School philosophers developing a more hegemonic concept in which
Japan still played the leading role and differentiated itself from its neighbors in terms
of status, but nevertheless cultivated legitimacy for its role: co-prosperity needed to be
real, not just a cover for self-interested domination and exploitation (Williams 2004,
73-76).

In the event, the imperialists dominated policy, creating a top-down military empire
in which the idea of community was largely propaganda. Yet even in its imperial excess,
Japan had opened the door to the idea that white power could be broken by Asians, and
it did attract some regional allies on this basis. More work needs to be done on this
period to fill in the story of international society as it developed at the regional level in
East Asia under Japanese hegemony.
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6.4. THE POST-DECOLONIZATION PERIOD

After 1947, decolonization brings South Asia back into the discourse of international
society. This study is unfamiliar with literature that discusses the formation of a dis-
tinctive postcolonial regional international society in South Asia. Such little literature
as there is that bears on international society concerns shows how India positions itself
in relation to Western-global international society and leadership of the nonaligned
movement (Krishna 1984). India always saw itself as a potential great power at the
global level, and the global level was where it mainly engaged with international soci-
ety. Central Asia remained internal to the Soviet Union and therefore did not count as
an independent part of international society.

Defeat in 1945 destroyed Japanese imperial society in East Asia, replacing a regional
order dominated by a regional power with one dominated by outside powers. East Asia,
like Europe, was on the front line of a struggle for the soul of global-level international
society. In a series of zero-sum divides along the ceasefire lines the region was split,
with some countries politically and geographically divided (China, Korea, Vietnam)
and most others having little choice but to take sides between the Communist and
Western camps.

Since the Cold War era was also the era of decolonization, it was during this period
that East Asia completed restructuring along Western political lines that had been
begun earlier by the encounter/reform processes of Japan, China, and Siam. With
decolonization, all of East Asia accepted statehood and adopted the institutions of
sovereignty, nonintervention, territoriality, diplomacy, and—to an extent—trade,
that framed Western-global international society. Following on from the impact of
Wilsonianism and the League in easing the “standard of civilization,” the impact of
the Second World War transformed Western international society by ending both
colonialism and the “standard of civilization” (Armstrong 1993, 158-69; Y. Zhang
1998, 13-15). Almost all states were granted entry regardless of their internal condition,
although Communist China remained a major exception.

In 1949 China moved into its revolutionary phase under Mao Zedong. Within a few
years of Chinese Nationalist rule, China had joined Western international society on
equal terms and been given a permanent seat on the UN Security Council as a great
power. The Communist leadership that came to rule the mainland abandoned China’s
previous policy of integrating with Western international society and took sides against
the West in the Cold War. After briefly aligning with the Soviet project, China set out
to become a third pole at the global level, alienated from both the US and the Soviet
Union. It was able to use the ideological conflicts in Southeast Asia to re-establish some
ofits former influence there. As well as situating itself in opposition to Western interna-
tional society, Communist China was substantially cut out of Western machinery, both
because China’s seat at the UN was maintained by the defeated Nationalist government
in Taiwan, and because many governments gave diplomatic recognition for China to
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the regime in Taipei. Yongjin Zhang (1998) sets out in detail China’s encounter with
Western international society post-Second World War. He argues that after 1949 there
was a two-decade period of “alienation” (not isolation) under Mao, in which US con-
tainment of China and China’s rejection of the West played into each other. But even
during this period, China developed extensive political and economic links, including
substantial trade with Japan (Y. Zhang 1998, 27-31).

In the context of the Cold War, external powers divided and penetrated East Asia
so deeply as virtually to eliminate its regional level of international society. The split-
ting of East Asia into Cold War camps meant that there was a severe breakdown of
even the most basic institutions: with China, Korea, and Vietnam divided into com-
peting regimes, many of the main players did not accord each other diplomatic rec-
ognition. Those within either camp mainly recognized each other and not those
in the other camp, meaning that even mainland China was recognized by few of its
neighbors. Ideological differences deepened alienation within the region on the basis
of Communism versus capitalism (democracy was less of an issue, with most states
on both sides being authoritarian). In the event, the US side of this overlay proved to
be much more effective and durable than the Soviet one, and remains substantially
in place today. China pursued its own course after only a decade in the Soviet camp,
and by the 1970s that development began to disclose space for the re-establishment of
regional international society in East Asia.

The final instances of decolonization in Southeast Asia in the mid-1960s completed
the region’s transformation from being one composed of empires to one of sovereign
states. This laid the foundations for regional international society more closely resem-
bling the Westphalian system to emerge in East Asia for the first time during the 1970s.
Decolonization was a necessary, but not a sufficient, condition for construction of a
new international society in East Asia. Three other developments, all interrelated,
played crucially into the region’s escape from overlay. First was China’s break with
the Soviet Union and creation of an independent position between the superpowers.
Second was the creation of the Association of Southeast Asian Nations (ASEAN) as the
nucleus of a local society of states. Third was the winding down of the Cold War from
the mid-1980s, and the eventual exit of the Soviet Union from its part of the overlay in
East Asia. Beginning in the 1970s, the combined effects of these developments opened
the way for postcolonial regional international society in East Asia.

China’s split with the Soviet Union began in the late 1950s (Bell 1984). After a tortu-
ous decade of Chinese enmity with both superpowers, this move eventually paved the
way for an end to the United States’ diplomatic isolation of China in the early 1970s. In
the context of their rivalries with the Soviet Union, both the United States and China
shifted to more geostrategic and less ideological positions (Y. Zhang 1998, 66-73). This
shift helped to repeal China’s diplomatic exclusion from international society by the
United States at both the global and regional levels. From the 1970s China adopted the
state-based discourse of international society and downgraded the class-based dis-
course of its radical years. The People’s Republic regained China’s seat at the UN in 1971
and in the same year began the process of diplomatic normalization that culminated
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in full diplomatic relations between China and the United States in 1979. This in turn
facilitated the restoration of diplomatic relations between China and most of its neigh-
bors. China’s re-engagement with international society was further facilitated by its
“reform and opening up” policy after 1978, which meant that the country abandoned
Maoist economic self-reliance, and embraced engagement with the world economy.
This remains the dominant idea in Chinese politics (Legro 2007; see also Shirk’s chap-
ter). As China became less alienated and more economically open, and as Soviet influ-
ence in the region declined and then evaporated, East Asia was increasingly freed from
the constraints of the Cold War.

China’s return to engagement with international society was strongly driven by
domestic reactions against the extreme radicalism of the Cultural Revolution years
during the mid to late 1960s, which not only impoverished the country, but also
exposed it to serious security threats (Armstrong 1993, 182-84; Song 2001, 62; Yan
2001, 35). In effect, China abandoned much of its revolutionary resistance to the West
(notably, it did so more than a decade before the end of the Cold War), and, in a sense,
returned to its pre-1949 project of integrating itself with Western-global international
society on the basis of domestic reforms. But the parallel is not exact. In the post-1970s
phase, China has been operating from a position of greater strength than was the case
pre-1949. In contrast to the first half of the twentieth century, China in its current phase
is unified and rising rapidly as an economic power.

From the late 1970s China made economic development its top priority, and deduced
from that the need for stability in its international relations, both regionally and glob-
ally (Y. Zhang 1998, 102-25, 194-243; Wu 1998; Foot 2001; Qin 2003, 2004). Toward
this end, there was an impressively quick shift from Mao’s policy of revolutionary rise,
deeply antagonistic to the Western-dominated status quo, to Deng’s policy of peace-
ful rise within the status quo. This shift in turn generated a strong linkage between
economic growth and the regime security concerns of the Chinese Communist Party
about itself (Beeson 2009). Yongjin Zhang (1998, 73-91) sees China from the late 1970s
as steadily adapting to international society, and integrating with it, playing the dip-
lomatic apprentice rather than the revolutionary in intergovernmental organizations
from 1971 onward, and preferring to engage economically. Not until the 1980s were
China’s domestic affairs settled enough to allow it to engage politically with interna-
tional society on a nonrevolutionary basis (Y. Zhang 1998, 91-125). However, China was
chasing a moving target, and in danger of becoming alienated again as postmodern
developments at the Western-global level such as human rights and “good governance”
created a new “standard of civilization,” putting pressure on its successful adoption
of Westphalian standards and institutions (Foot 2006). Just as in the first round of
China’s encounter with Western international society, China did not accept the need
to Westernize itself completely, but sought to find a stable and workable blend of mod-
ernizing reforms and “Chinese characteristics.” But while tensions remain between
China and the West at the global level, at the regional level China integrated more eas-
ily. From the mid to late 1990s, most of its Southeast Asian neighbors developed strong
hopes that it would emerge as a “good citizen.” After a hesitant start, it integrated with
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little difficulty into the regional intergovernmental organizations that have grown
up around ASEAN (Beeson 2009, 104), though not without ongoing problems over
territorial disputes in the South China Sea (Odgaard 2002) that have served to keep
these countries’ “hedging strategies” with respect to China in place. It developed good
relations with both Koreas, and in the last few years even relations with Taiwan have
improved. To the north and west, China’s relations with Russia and Central Asia are
institutionalized in the Shanghai Cooperation Organization (SCO) (Ferdinand 2007;
Wilkins 2008; Menon 2009). A major exception to overall improvement in relations
involves Japan, where political and societal relations remain poisoned by history
despite close economic ties (Li 1999; Drifte 2000; Rozman 2002; Yahuda 2002; Reilly
2004; Gries 2005; Roy 2005; Tamamoto 2005; Dreyer 2006; Foot 2006; Wan 2006;
Mochizuki 2007; Buzan 2010). This continues to push Japan offshore and into the arms
of the United States, a continuing source of contention with China.

The second development playing into the formation of international society in East
Asia was the founding of ASEAN in 1967. During the Cold War, ASEAN was a sub-
regional international society of states aligned with the West. Its distinguishing fea-
ture was that a set of Third World leaderships collectively decided that forming a local
security regime among their countries would enhance both their own security in office
and their prospects for economic development. ASEAN was thus committed both to
the peaceful settlement of disputes through dialogue, and—up to a point—to shared
development. ASEAN’s charter emphasized the institutions of sovereign equality,
nonintervention, regional economic development, regional peace and stability, and
international law. ASEAN was liberated by the ending of the Cold War to expand its
membership to include all of the Southeast Asian states. At the same time, it became
the nucleus for a variety of related organizations. Some of these covered Southeast Asia,
such as the Southeast Asian nuclear weapons-free zone in 1997. Others extended into
Northeast Asia and beyond. In addition to free trade agreements, the most important
of these were ASEAN+3 (1997), bringing in China, Japan, and South Korea and add-
ing a commitment to developing market relations in East Asia; the East Asia Summit
(2005), adding India, Australia, and New Zealand; and the ASEAN Regional Forum
(1994), now stretching to twenty-seven participants and focusing primarily on security
issues (though not ones seen as domestic, most notably those between the two Koreas
and between China and Taiwan).

ASEAN’s extension beyond Southeast Asia has played a key role in the formation of
an East Asian regional international society in at least two ways (see also chapter 34).
First, it helped to socialize China to multilateral practices and being a good neighbor,
and to moderate the threat perceptions of China in Southeast Asia that were a legacy of
Maoist China’s interventions in the region during the Cold War. Second, it extended
into Northeast Asia both its distinctive diplomatic practice of multilateral and trans-
national “dialoguing,” and the general framework of primary institutions on which
it was based. This was an unusual instance of an international society being led by its
lesser powers because of historical and ideological issues preventing the larger powers
from taking that role (Khong, forthcoming).
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The third development playing into the formation of international society in East
Asia was the winding-down of the Cold War. The implosion of the Soviet Union took
its forces out of Southeast Asia altogether, and reduced its presence in Northeast Asia to
that in Russia itself. The pullback of Soviet influence in East Asia mainly had a facilitat-
ing effect on the other developments trending toward the formation of a regional inter-
national society in East Asia. It helped the expansion of ASEAN by giving Vietnam
nowhere else to go. It increased China’s weight in the region, and by reducing the
threats it faced, made it easier for China to pursue further its reform and opening up
policies. By reducing the threats felt by many Southeast Asian countries and South
Korea, it loosened the US overlay in the region, though not by all that much, and sig-
nificantly not in relation to Japan. China was still viewed by its neighbors with enough
concern that most of them wanted to keep the US committed to East Asian regional
security.

6.5. CONCLUSIONS: CONTEMPORARY ASIA IN
INTERNATIONAL SOCIETY

This chapter has followed two strands in the “international society” literature on
Asia: whether and in what forms Asian states and peoples formed indigenous inter-
national societies; and how Asian states have interacted with Western-global interna-
tional society. There are substantial linkages connecting these strands, and it remains
to ask: where do developments in them now stand, and where do they seem to be
headed?

In terms of Asian engagement with Western-global international society there are
two issues: great power status; and the degree and kind of acceptance of, or resistance
to, the institutions of Western-global international society. Japan was the first Asian
state to achieve recognition as a great power but lost this standing after 1945, and is
seeking restoration of at least some of its status. China gained it in 1945, and argu-
ably will want to upgrade to recognition as a superpower. India has aspired to great
power recognition ever since 1947, but only recently, and specifically in the context of
its nuclear deal with the United States, does it appear close to achieving this (Pant 2009,
276; see also chapter 21). These status aspirations are in part played out by rivalry over
membership of the UN Security Council, where China blocks Indian and Japanese
aspirations. They are also played out in other behaviors, such as in China and Japan
seeking to demonstrate their position in Western-global international society by, for
example, participating in peacekeeping operations (Suzuki 2008).

In relation to the degree of integration with, or resistance to, the institutions of
Western-global international society, the big question concerns China. As argued
above, since 1978 China has once again embarked upon accommodation with
Western-global international society, particularly in the economic realm, but also



114 THEORETICAL APPROACHES

more broadly by seeking stable regional and global environments within which it can
pursue its own development. China, however, resists the political and social liberalism
of Western-global international society, and remains a nondemocratic outlier. Except
for its economic liberalism it seems mostly to represent an old-fashioned Westphalian
view of international society. There is less discussion regarding India’s rise in this
regard, in part because India is democratic. It is on this issue of how Asia should relate
to Western-global international society that the global-level and regional-level stories
reconnect.

As argued above, there has been little interest in the study of regional interna-
tional society in South Asia, and Central Asia continues to attract no interest despite
re-entering international society as successor states to the Soviet Union. There is con-
siderable interest in East Asia, and in one sense it seems perfectly reasonable to think
about the outcome of the story told above as being the re-emergence of a distinctive
regional international society in East Asia in modern form. Although it still car-
ries both the scars and resentments of its encounter with the West, East Asia is more
strongly positioned than many other regions. Its state structure is a much better fit with
the region’s history and culture than is the case in many other parts of Asia. East Asia is
similar to Europe in comprising a main pattern of national identities that corresponds
comparatively well with its state borders. Many of the states in East Asia have been
successful at pursuing economic development and most of their elites are less depen-
dent on outside resources to remain in power. While problems of poor sociopolitical
cohesion can certainly be found, these are generally less serious than in many other
non-Western, and indeed some Western, countries. Rhetoric about “Asian values” not-
withstanding, there is no overarching culture covering East Asia; “Confucian culture”
is only strong in the classical Chinese sphere including Northeast Asia and Vietnam.

On first impression it is easy to think that an East Asian regional international soci-
ety distinctive from the Western/global one is already in existence. Although it shares
many Westphalian institutions with the Western/global international society (diplo-
macy, international law, nationalism, human equality), it has different interpretations
of some (sovereignty and nonintervention), contests others (human rights, democ-
racy), and boasts distinctive institutions of its own (regime security, the developmental
state). It is more firmly based on a state capitalist mode of political economy than the
West, and it resists the social liberal idea of cultural homogenization along Western
lines.

However, a closer look suggests that in fact no coherent regional international society
definable as “East Asian” exists. Instead, there is a grand contest, centered on East Asia,
concerning how to define the membership and institutions of such a society, and this
contest centers precisely on the terms by which Asia should relate to Western-global
international society: how much integration and how much resistance (Buzan and
Zhang, forthcoming)? Therefore, what is happening now is that the East and South
Asian stories are merging, and doing so in relation to the broader question of how Asia
should relate to Western-global international society. Nowhere is this process more
visible than in the diversity of intergovernmental organizations and the competition
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over their membership that now embraces both East and South Asia, and increasingly
the wider world as well. In a nutshell, those Asian states wanting increased differentia-
tion from Western-global international society tend to cluster around China, defining
East Asia narrowly. Those seeking less distance from the West, led by Japan and backed
by the United States, push for a wider “East Asia,” bringing in India, Australia, and
New Zealand.

Taking a broader view, this development can itself be seen as part of a wider process
by which the core-periphery structure of Western-global international society, which
has dominated the global level for nearly two centuries, is itself starting to unravel. As
the “rise of the rest” gathers pace, it closes the immense power gap that opened up when
the revolutions of modernity transformed Europe and the West during the nineteenth
century. As modernity spreads, this power gap is shrinking fast, pushed recently into
higher visibility by the Western economic crisis since 2008. In a world with a more even
distribution of power, superpowers may cease to exist and the West, though remain-
ing powerful, will no longer dominate global international society as it has done. It
is reasonable to argue on this basis that although the world will remain globalized, it
will become more decentered, with perhaps a larger role for regional orders and a more
egalitarian global international society (Buzan 2011). It is toward this emerging world
order that the states and peoples of Asia need to turn their attention. The current con-
testations over international society in Asia should not be about how to relate to a stable
order, but about how to become part of a new one.

NOTES

1. Much of this literature is in Chinese: listed here are only English language sources. For
the full bibliography on the English School, see the website http://www.leeds.ac.uk/polis/
englishschool/.

2. Since I do notread any Asian languages I am unable to evaluate this literature.
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INTERNATIONAL RELATIONS
THEORY AND THE “RISE OF ASIA”

......................................................................................................

AMITAV ACHARYA

IN a commentary on the rise of China, historian Wang Gungwu reminds us that
“International relations theory has been one of the many legacies modern national
empires conferred on a globalising world” (Wang 2010). Although Wang defines this
legacy as the “positing of equality between all nation states in the West, and extend-
ing this principle to include former colonies after they gained independence,” his
observation can apply equally to other foundational concepts of international relations
theory (IRT),? including sovereignty, the nation-state, balance of power, international
law, and collective security. As David Kang observes, “For too long, international rela-
tions scholars have derived theoretical propositions from the European experience and
then treated them as deductive and universal” (Kang 2007, 199). IRT is also a product
of American hegemony since World War II, which not only preserved and extended
European-derived concepts and theories, but rendered the fledgling British-born field
of IR an “American social science” (Hoffmann 1977). In so doing, it added its own “uni-
versal” concepts, such as “hegemonic stability,” “multilateralism” (Ruggie 1992), and
the “American-led liberal hegemonic order” (Ikenberry 2010, 3).> The Western domi-
nance of IRT is increasingly felt (and not a little resented) by many IR scholars in Asia.
“No matter what you theorize about,” laments one of China’s foremost scholars of IRT,
“its soul is Western” (Qin 2010, 38).

But now that the “rise of Asia™ is increasingly challenging the legacy of empire, how
might it affect IRT? Theoretical shifts and trends are seldom independent of real-world
developments, such as changes to the distribution of power, the emergence of new
patterns of conflict or cooperation, and the advent of new areas that pose urgent and
serious challenges to states and societies. Not only is “theory always for someone and
for some purpose,” (Cox 1981, 128), there is also an “[] Inescapable link between the
abstract world of theory and the real world of policy” (Walt 1998, 29). Assuming that
a key underlying basis of Western-centrism in IRT had to do with the material and
ideational dominance of the West, will the material rise of Asia have consequential
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ideational repercussions for IR, reshaping IRT not just in Asia, but also beyond? Will it
entail a fundamental reshaping of the discipline or will it be business as usual? Will the
new IRT be based on Asia’s unique history, culture, and tradition, or be grounded in a
more comparative and universal context? What, if any, role will Asia play in shaping
the IRT of a brave new world?

These questions, which have become increasingly important to discussion and
debates over the state of IR and IRT in Asia, defy easy answers. Nonetheless, the recent
debate over “non-Western IR theory” (NWIRT)—originally advanced in the regional
context of Asia (Acharya and Buzan 2007), but with clear implications for IRT beyond
the region (Acharya and Buzan 2010; Acharya 2011b)—offers useful insights into how

Table 7.1 International Relations Theories

Epistem- Ontological focus
Structure Agency Historiography ology and sources
Realism Material: military States, great Western: Rationalist ~ Balance of power
and economic powers Mediterranean,
European, US
foreign policy
and security
Neorealism Material: military Great powers Western: Rationalist ~ Regional
and economic Mediterranean, hegemony,
European, US power transition
foreign policy
and security
Liberalism Material: military Hegemonic ~ Western: Rationalist  Economic
and economic power Mediterranean, interdependence,
plus secondary European, US regulatory
ideational foreign policy institutions
elements and security and democratic
peace
Constructivism |deational: Ideas States, social Western: Agent- Norm diffusion,
with global movements, Mediterranean, structure socialization,
prominence, norm European, US  mutual constitutive
global normative entrepreneurs foreign policy constitution institutions
structure and security
NWIRT Both material Emphasison  World history  Eclectic Indigenous
Approach and ideational  local actors, history and
including, culture,
regional nationalist
powers and ideas, two-way
institutions (global-local)

norm diffusion,
regionalization
and regional
power dynamics
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the “rise of Asia” might affect IRT, and the challenges and limitations that an indige-
nously grounded IRT faces. Briefly stated, the NWIRT approach has five main elements
(table 7.1). First, it argues that the main current theories of IR—especially realism, liber-
alism, and to a lesser extent constructivism—are too deeply rooted in, and beholden to,
the history, intellectual tradition, and agency claims of the West to accord little more
than a marginal place to those of the non-Western world. This creates a disjuncture,
whereby these supposedly universal theories fail to capture and explain the key trends
and puzzles of international relations in the non-Western world. Second, the NWIRT
approach identifies the reasons for the underdevelopment of IRT external to the West,
including cultural, political, and institutional factors when viewed against the hege-
monic status of established IRTs. Third, one cannot remedy the disjuncture simply by
using the non-Western world as a testing ground to revalidate Western-derived IRTs
after adjustments and extensions. The new IRT needs to be authentically grounded in
world history, rather than Western history, including the institutions, intellectual per-
spectives, and practices of non-Western states and societies. To this end, the NWIRT
approach identifies the following as some of its important sources: indigenous history
and culture, the ideas of nationalist leaders, distinctive local and regional interaction
patterns, and the writings of scholars of distinction working in or researching the
region (Acharya and Buzan 2010). These sources are especially important in view of
the strong regional/local focus of NWIRT. Fourth, and closely related to the above,
the NWIRT approach identifies the limitations of theory building that relies exclu-
sively on the unique historical and cultural matrix and behavior patterns of the nations
and regions of the non-Western world. By extension, it argues that the new IRT must
develop concepts and approaches from non-Western contexts that are valid locally, but
have applicability to the wider world. The final element is the view that the new IRT
cannot, and need not, supplant Western IRT but should aim to enrich Western IRT
with the voices and experiences of the non-Western world, including their claims to
agency in global and regional order. Each of these points is relevant to the discussion of
how Asia’s rise might affect and reshape IRT.

My purpose here is not to offer a survey of the state of the art of the field as it exists
in Asia today. Instead, I focus on theory, specifically how the rise of Asia might impact
on IRT and what sort of IRT might emerge from it.* To this end, this chapter is divided
into three parts. The first examines the extent to which the rise of Asia might affect
some of the conceptual and practical barriers that have contributed to the underde-
velopment of IRT in Asia and the marginalization of Asia in IRT. The second part
shows how the main IRTs—realism, liberalism, and constructivism (see chapters 2—4
in this volume)—suffer from the disjuncture mentioned above in applying themselves
to Asia’s changing international relations. The third part is concerned with the chal-
lenges and limitations of building an Asian IRT based mainly on the region’s historical
and cultural uniqueness and its claim to exceptionalism. In conclusion, I argue that
existing IRTs and recent efforts to apply them to explain Asia’s rise, be it realist pessi-
mism or liberal/constructivist optimism, fall short because they rely too much on con-
cepts and analogies drawn exclusively from Western history and ignore Asian agency.
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At the same time, attempts to develop an Asian IRT from purely indigenous sources
and histories risk being too parochial and neglecting the linkages between Asia and
the outside world. Neither approach is likely to meet the challenge of capturing and
theorizing the rise of Asia. What is likely to prove more useful is a balance between
the two extremes, one that requires what I call the “deprovincialization” of both the
established Western and a presumptive “Asian” IRT. This would mean not only focus-
ing on the region’s own history and agency, but also on its changing linkages with the
world at large. The interplay between the local and the global might be the answer to
the Western dominance that laid the foundation of the existing IRTs.

7.1. INTERNATIONAL RELATIONS
SCHOLARSHIP AND THE IDEA OF ASIA

There is no denying Asia’s marginal place in international relations theory and scholar-
ship. Asia is not only the site of ancient civilizations such as China and India, it is also
home to several state-systems, or “international systems” (Watson 1992; Buzan and
Little 1994; Buzan and Little 2000; see also chapter 6), including Sinic, Indic, Southeast
Asian, and maritime—although the latter two have received very little attention—dur-
ing both classical and early modern periods. Yet these systems have rarely furnished
the raw material for IRT. Neither system evinces the philosophical and epistemological
traditions of Asia nor the intellectual voices of Asia’s past; modern leaders have been
recognized by IR scholars in the way they have responded to Western IR scholars. One
reason for this has to do with the narrow framing of the concept of an international
system in Western IR—that is, excluding empires and hierarchical systems and citing
Westphalia as the exclusive point of reference for what constitutes an international sys-
tem (Buzan and Little 1994, 2000). Another is the scarcity of locally produced theo-
retical writings from which to draw concepts and methodologies for challenging or
integrating existing Western-derived IRT. Here, compounding the neglect of Asia in
Western IRT scholarship are the local conditions that inhibit the development of IRT
in Asia. The reasons for the latter have been discussed elsewhere (Acharya and Buzan
2010), but here it is important to bear in mind that these reasons are not permanent
or static. For example, an obvious one is institutional—the paucity of high-quality
academic institutions and publication outlets nurturing IR scholars. This is certainly
likely to become increasingly insignificant, with the improving quality and resource
endowment of Asian universities in China, South Korea, Taiwan, India, and Southeast
Asia.

Other factors are likely to be more stubborn and resistant to change. The predis-
position of Asian IR scholars to be more interested in policy work that brings greater
remuneration and recognition than academic work has been a factor behind the
underdevelopment of IR in Asia. While hardly unique to Asia, the smaller pool of the
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professional IR community in Asia meant greater demand for their services and scope
for their engagement with governments. It remains to be seen whether the growing
resources of Asian universities lessen the need for academics to concentrate on policy
projects.

Language barriers that help to hide IRT-related work from view will not disappear
easily, and might worsen with the growing interest in IR in China, where much of the
scholarship is in Mandarin. Moreover, a good deal of theoretical work in Asia (as in
other regions) is carried out within fields of study—especially multidisciplinary area
studies—to which the disciplinary IR scholars pay little heed. The consequent lack of
interaction between Asian area specialists and disciplinary IR scholars in the West who
are usually in the forefront of theory building further accounts for the hidden nature of
IRT in Asia, and will not be easy to overcome since area studies remains alive and well
in Asia.

One might also hypothesize whether cultural factors make Asian scholars less prone
to abstract theorizing: are Asian scholars more pragmatic than their Western counter-
parts? But this is difficult to prove, or even to investigate without resorting to cultural
stereotypes, especially when there is plenty of abstraction in Asian philosophy. What
about domestic political structures? Do democracies provide a more conducive envi-
ronment for IRT than authoritarian states? Yet it is in authoritarian China that there is
the strongest evidence of rising interest in IRT. What one might expect is that different
political and social structures would be the very basis for theorizing. Of particular note
here is the attempt by some Chinese scholars to use Tianxia (“all under heaven,” imply-
ing “harmony”) as the basis for a distinctive Chinese School of IRT. The Tianxia con-
cept differentiates between harmony and sameness, implying that China can maintain
a non-Western, illiberal political system while rising peacefully and coexisting with
the West, thus suggesting a different Chinese route to great power status—and hence to
IRT—than the Western (American) route.

Perhaps among the factors behind the underdevelopment of IRT in Asia that might
be least resistant to change would be the hegemonic status of Western IRT. This con-
cerns the unconscious or subconscious acceptance of the superiority of Western IRT, in
the Gramscian sense of hegemony being more related to consent than to coercion. This
status of Western IRT, which comes close to Wang’s observation at the outset, might
be explained as a byproduct of “the intellectual impact of western imperialism and the
success of the powerful in imprinting their own understandings onto the minds and
practices of the non-Western world” (Acharya and Buzan 2010, 17). Again, it remains to
be seen if the growing material power and institutional resources of Asia can overcome
this hegemony.

Asia is a narrower geographic and conceptual terrain than “non-Western.” But its
diversity creates problems for generalization. Indeed, the key challenge in conceptu-
alizing Asia in IR lies in the concept of Asia itself. For example, if Asia is understood
mainly in terms of East Asia, then the task is simpler because the Chinese tributary sys-
tem and the “Chinese World Order” (Fairbank 1968) offer a historical basis for building
atheoretical construct (even though this itself is problematic). If one includes Southeast
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Asia, then the picture becomes more blurred: while some Southeast Asian states sub-
scribed to the Chinese tributary system, their political and ideational structure was
very different, with greater Indic characteristics, described as the Mandala system. The
Mandala system refers to overlapping circles of rulers presiding over loosely organized
states without clearly defined territorial limits, held together by the personal hegemony
of each ruler, whose authority diminished with distance from the center of the king-
dom. In contrast, the Chinese conception of the state involved a much more centralized
bureaucracy, fixed boundaries, rigid hierarchy, and strict rules of dynastic succession,
as pertained in Vietnam (Acharya 2000, 21).

International and regional interactions in Asia are subject to multiple regional defi-
nitions: East Asia, Asia-Pacific, Pacific Asia, Eastern Asia, and so on. This is not to say
that attempts to conceptualize Asia have not been serious undertakings, both within
and outside of IR scholarship. One only has to look at the long and contested history
of pan-Asianism before and after World War II (Acharya 2010b), and the more limited
discourse of “Asian values” in the 1990s (see chapter 30). Both emerged as important
intellectual as well as ideological constructs, representing a political project of their
elite proponents intending to make Asia more coherent and meaningful than is nor-
mally recognized by the vast majority of its peoples. Neither left a lasting legacy.

In the academic community, the term Asia has been used most extensively within
the area studies tradition. But even here it is contested (Acharya 2010a, 2010b) and
seems to function as a term of convenience rather than one that reflects a coherent
regional unit. The dominant tendency among area specialists is to focus on countries—
especially larger countries or more influential civilizations, such as China, India, and
Japan—or subregions of Asia, such as South Asia and Southeast Asia. Thus, East Asia
has denoted China, Japan, and Korea, and to a lesser degree Taiwan. “Southeast Asian
studies” for along time has remained hostage to country specialization (Acharya 2012).
“South Asian studies” has similarly been dominated by the study of India. There has
been little conversation across the subregions of Asia—for example, between South
Asian, Southeast Asia, and Northeast Asian scholars. While the popularity of “East
Asia” or “East Asian regionalism” had grown in the 1980s in keeping with the growth of
economic integration and political interaction between Northeast Asian and Southeast
Asian states, initially at least regionalism was studied under different, if overlapping
labels—for example, ASEAN, East Asia, or Asia-Pacific.

Given this backdrop, does the concept of Asia add any value to IR scholarship? We
can discount the possibility of an Asian School of IR. Even national perspectives,
though more likely, are problematic (Acharya and Buzan 2010). Indeed, different sub-
regions of Asia have given rise to different traditions of thinking about IR (Alagappa
2011). This may support the view that rather than a regional concept, national and sub-
regional developments would be more useful for developing Asia’s role in IR. But the
diversity and national and subregional construction of IRT in Asia should not blind
it to regional patterns and understandings. Recent scholarship has demonstrated the
usefulness of an “Asian” framework that links its three major subregions: Northeast
Asia, Southeast Asia, and South Asia (Alagappa 1998, 2003). The growing economic
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integration between South Asia, Southeast Asia, and Northeast Asia also makes it
more meaningful to speak of an Asian pattern of IR. Geopolitical currents, especially
India’s growing links with the United States, Japan, and ASEAN as a strategic counter
to China, further accentuate this possibility. Also important are institutional devel-
opments, such as cross-subregional groupings like the ASEAN Regional Forum, East
Asia Summit, and the Shanghai Cooperation Organization—the latter bringing a
Central Asian component to Asian regionalism. The issue of regionalism and regional
order has become central and fertile ground for theoretical work in Asian IR scholar-
ship. And while some of the works on regionalism continue to be guided by preexisting
Western theories—realism, liberal institutionalism, and especially constructivism—
there has also been innovation resulting in greater claims about distinctiveness and
agency (Acharya 2009b). At the very least, a macro-regional understanding needs to be
considered alongside national and subregional understandings.

Moreover, since a good deal of thinking about IRT involves conceptualizing the past
(from the Greek city states to the nineteenth-century Concert of Powers, for exam-
ple), one might open more space for Asia in IRT by moving away from an exclusive
focus on its major civilizational players and their heartland-based sphere of interac-
tions: China (Warring States or the tributary system)® or India (mainly the Maurya
empire). The privileging of major civilizations, and in the more modern context the
major powers including Japan, is hardly exceptional to Asia, but it omits other signifi-
cant sources of conceptualization that are not regarded as major civilizational powers,
such as Southeast Asia with its Mandala system (Acharya 2000, 2012), which can be
conceptualized both in terms of the system itself and the units that comprise it, and
Korea, which is seen mainly in the context of its role as a vassal within the Chinese
tributary order, or as a victim of the Japanese entry into European “international soci-
ety.” Moreover, the focus on the major civilizations and powers has deflected attention
from the Asia-wide linkages in maritime Asia, notably the interactions in the Indian
Ocean region.

7.2. RECONCILING ASIA WITH
“ALL THAT EXISTS”

Some argue that the existing Western IRTs need not be displaced, but enriched with
the inclusion of other histories and experiences (Acharya and Buzan 2010). Other IRTs,
using the label of “post-Western,” are in need of radical surgery: while Western IRT
needs to be “critically transcended” (Shimizu 2011, 67; see also Shani 2008),” does this
necessitate disavowal of all that exists?

A case against this seemingly extreme position can be made on three grounds. First,
and perhaps the weakest, comes from those who defend the relevance of Western IRT
on the basis that despite their distinctive cultures and historical trajectories, Asian
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states and societies have been engaged in close interactions with the West for several
centuries and have become increasingly exposed to Western values, institutions, and
practices in international relations, thereby making it possible to explain their behav-
ior in terms of Western IRT (Ikenberry and Mastanduno 2003, 421-22). This is not
entirely persuasive, given the level of disjuncture between the analytic projections of
mainstream theories and the emerging security dynamics of Asia. A second defense
of existing IRTs is that some if not all their foundational concepts as they exist now—
such as power, sovereignty, security, institutions, and rules (norms)—serve as common
points of reference for all in the IR community. Using these concepts does not mean
accepting them uncritically; the challenge must be identifying how their meaning and
application varies across time and space.

Third, when it comes to dealing with the non-Western world, IRT is hardly mono-
lithic or unchanging. Not all Western IRT scholars have neglected non-Western phe-
nomena, as Stephen Walt’s Origin of Alliances demonstrates (Walt 1987).% As a relatively
new IRT, constructivism has been especially important in opening space for scholar-
ship on the non-Western world (Acharya 2009a; Barnett 2002; Acharya and Stubbs
2006; see also chapter 4), especially on Asia because of its stress on culture and iden-
tity. New variants of realism, such as subaltern realism (Ayoob 1997, 2002), neoclassi-
cal realism (Cha 2000), and defensive realism (Tang 2008, 2010) have rendered realism
more relevant to Asia (see chapter 2). Increasing trends toward economic interdepen-
dence, multilateral institutions, and democratization—pathways to order that liberal-
ism identifies and prescribes—make such theory potentially more applicable to Asia
(see chapter 3). It may be further argued that as mainstream IR theories increasingly
engage with and apply themselves to Asia as a result of the region’s growing economic
and strategic importance, they will improve in their capacity to conceptualize Asia.

But so far the record of application and adaptation is not inspiring: a few examples
can illustrate this. Many realists liken China’s rise to Germany’s in the late nineteenth
century and anticipate that Europe’s past could become Asia’s future (Friedberg
2000). Another strand of realism, structural realism, views the rise of China from the
prism of America’s past, especially the regional hegemony of the Monroe Doctrine
(Mearsheimer 2006). Both analogies are based on misconstrued similarities between
the conditions that led to America’s regional hegemony and Europe’s wars of the nine-
teenth and early twentieth centuries on the one hand, and the conditions prevailing
in Asia today on the other.® The liberal perspective at its optimistic end hopes that the
“American-led liberal hegemonic order” (Ikenberry 2011, 3) would endure, because it
has an “unusual capacity to accommodate rising powers” through its “sprawling land-
scape of rules, institutions, and networks” (Ikenberry 2011, 345). Already a major bene-
ficiary of that order, China not only has plenty of “incentives and opportunities to join”
that order, but also to share in its leadership as US power declines. Hence, the chances
of China “actually overturning or subverting this order are small or non-existent”
(Ikenberry 2011, 345). But this narrative, which is basically an elegant contemporary
restatement of the old hegemonic stability theory, ignores the substantial Asian resis-
tance to the American conceptions of and approaches to regional order in Asia during
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the Cold War—such as from India and Indonesia—and the distinctive contribution
of Asian approaches to order that had nothing or little to do with American prefer-
ences. For example, the most influential strands of Asian regionalism, such as ASEAN
and ASEAN Regional Forum (ARF) evolved not because of American indifference or
opposition, but despite it. Also, while the American-centric perspective expects that
rising powers would join or otherwise adapt to the American-led order, it does not
tell us in what ways and to what extent that existing order might adapt and change to
accept the rising powers and whether the domestic politics of the reigning hegemon
would allow such power-and status-sharing, especially if China remains stubbornly
authoritarian. In short, none of the perspectives give much space to the agency of Asian
actors: they simply confirm the American-centrism of IRT.

Constructivism can claim to be a less Western-centric perspective on Asia’s security
order than realism and liberalism. After all, constructivists focus on Asia’s interactions,
past and present, as well as institutions that are underpinned by locally constructed
norms and identities. Yet constructivist efforts (Kang 2003; Qin 2010) to use historical
Sino-centric interactions in East Asia to conceptualize its emerging security order have
been challenged because of the vastly different rules and institutions of international
order that exist today and that make even a benign China-dominated order implau-
sible. Moreover, perspectives that speak of the communitarian effects of Asian regional
institutions (Acharya 2009a) and the “socialization” of China (Johnston 2008) have
been accused of being too optimistic and naive (Friedberg 2011, 192-93). More impor-
tantly, mainstream constructivist explanations of norm diffusion have been challenged
and reformulated to overcome their neglect of the agency of local actors (Acharya
2009a, 2009Db).

These limitations of efforts to apply and modify existing IRTs necessitate mak-
ing the more transformative conceptual and methodological advances identified
by the proponents of NWIRT. Two areas may be mentioned. The first is the need to
ground IR theory in world—in this case Asian—history (Buzan and Little 2010). The
second is acknowledging the existence of fundamentally different forms of units—
states and societies—whose domestic organization and external interaction behav-
ior do not correspond to the Westphalian ideal and cannot be captured by concepts
derived from it. Asia offers important possibilities for these advances. Insofar as the
first aspect is concerned, the longue durée of Asian history—featuring Persia if one
adopts a broader conception of Asia—is especially significant as it represents units
and systems that could form the basis of a distinctive pattern of international rela-
tions and order. IR scholars have increasingly highlighted the Warring States, the
tributary system and Tianxia (Qin 2010; Yan 2011) as the basis of a Chinese IRT, cover-
ing not just China but the wider East Asian sphere (Kang 2003, 2010). But, as opposed
to historians, less has been written by IR scholars about the historical states systems
of India—the Mauryas (Watson 1992) and the Moghuls; and Southeast Asia, featur-
ing the Mandala system (Acharya, 2000, 2012), which not only was different from the
Sinic units, but also consisted of a different regional pattern of IR, including sover-
eignty and interstate relationships. One claim here is that the Southeast Asian system



INTERNATIONAL RELATIONS THEORY AND THE “RISE OF ASIA” 129

produced less violence than in the European order, although similar claims have been
made about the Chinese tributary system. The Sinic system did overlap and intrude
into the Mandala system, although the latter was derived from Indic historiography
and was more compatible with it. One outcome of this compatibility was that Western
colonial powers found it easier to deal with Southeast Asian countries on an equal
footing than with China.

7.3. ASIAN EXCEPTIONALISM AND WESTERN
UNIVERSALISM

If Western IRT is to be rejected or transcended, what might take its place? It is tempting
to build theories around the distinctive features of Asia’s history, culture, and practice
of international relations. After all, while Western IRT has a tendency to universalize,
Asian contributions often tend to ride on exceptionalism: how Asia differs from other
regions.

Keohane (1988) celebrates and Cox (2002, 53) deplores IR’s deep complicity with
Enlightenment rationalism and universalism. Key examples are the ideas of human
rights, progress, collective security, and rational choice methodology. Universalism
in this sense implies “true for all time and space—the perspective of a homogeneous
reality” (Cox 2002, 53). “Applying to all” in the sense of Enlightenment universalism
also meant concepts representing the highest value superseding any other individual
or institution, and the denial of exception on the basis of national or cultural origins.
This certainly explains some of the ethnocentric tendencies in mainstream IRTs.
Enlightenment universalism and rationalism have their darker sides—chief among
them being the suppression of diversity, marginalization of local cultures, and the
production of Western imperialism (Muthu 2003; Outram 2005). Its application to
Asia, especially of the “standards of civilization” criterion, led to the exclusion of
China and India from the society of civilized states, and the eventual acceptance of
Japan. The manner and repercussions of this exclusion/inclusion have constituted an
important and frequent basis of theoretical work in both Japan and China (Suganami
1984; Suzuki 2005; Gong 1984; Zhang 1991). More recently, as we have seen, the uni-
versalism of Western IRT has also been a false universalism. Whether in the liberal
areas of human rights or EU-derived regional integration, or in the realist models
of multipolarity and hegemony, theories and concepts imbued with Western univer-
salism have fared poorly in Asia, thereby challenging the claim of a homogeneous
reality.

Will Asian exceptionalism fare better as a basis for theorizing the rise of Asia? As
Asia’s rise leads to a greater incorporation of local, national, and regional histories,
culture, and identity into theoretical discourses, there is every chance that it will
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accentuate claims about Asian uniqueness. This is already happening, as with “Asian
values,” the “Asian view” on human rights, the Asian model of democracy, and the
“ASEAN Way” of regionalism. Claims about China’s distinctive past, including the
Tianxia worldview, the tributary system, and the radical and revolutionary movements
of the nineteenth and twentieth centuries are becoming a major source of efforts to
develop a Chinese school of IRT (Qin 2010).

However, such claims about Asian exceptionalism are weakened not just by the
cultural and political diversity of Asia, but also by the shallowness of exceptionalist
constructs. Asia’s uniqueness can be overstated, including the extent of its informal
regionalism, and so can Asian democracy and human rights. These views are changing
over time, from the 1990s and 2000s, consistent with democratization. Both tenden-
cies—exceptionalism and universalism—will remain and need to be balanced. The rise
of Asian exceptionalism is also a mixed blessing in a normative sense. Exceptionalist
claims are frequently associated with the political agendas of the ruling elite and are
susceptible to governmental abuse—a point convincingly made by the critics of the
“Asian values,” “Asian human rights,” and Asian democracy concepts, which were
used as justifications for authoritarianism in Asia. Asian governments have relied on
an exceptionalist framework—the “ASEAN Way,” for example—to slow down prog-
ress toward more institutionalized multilateral political and security cooperation in
the region.

Just as exceptionalism in the domestic sphere can lend justification to authoritari-
anism, exceptionalism in Asian IRT could justify dominance of great powers over
the weak. One strand of Japan’s prewar pan-Asian discourse that was founded upon
the conception of “Asia for Asians” illustrates this tendency. The other strands of
Japanese pan-Asianism were more egalitarian and anti-imperial, but the overall effect
of Japanese constructions was to discredit pan-Asianism as a movement. China’s evo-
cation of the tributary system is pregnant with similar possibilities, since the pacific
nature of that system remains seriously contested, and the Chinese “peaceful rise”
discourse has invited growing skepticism over its assertive—some would say aggres-
sive—policy in the South China Sea. Just as US exceptionalism—seemingly benign and
popular domestically—is associated with the Monroe Doctrine and its self-serving
global interventionism, Chinese exceptionalism carries the risk of introducing a new
and dangerous parochialism to Asian IR discourse and practice.

Hence, even as the rise of Asia leads to greater questioning of the dominant status of
existing Western IRTs, the challenge of incorporating Asia within IRT is unlikely to be
met simply by viewing Asia as a unique theater of IRT where only theories derived from
Asian history and culture apply. This might mean replacing one kind of provincialism
with another that generates its own biases and distortions as glaring as the tendency
to explain Asia in terms of Western IRTs. Just as Asia cannot be analyzed solely as an
extension of the norms and institutions of European international society, Asian secu-
rity order cannot be understood solely in terms of its own past or its immutable geo-
graphic and cultural matrix.
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7.4. DEPROVINCIALIZING IRT

Instead, IRT in Asia as elsewhere may be better served by what can be called deprovin-
cialization in the sense of divesting a region of its exclusively provincial characteristics.
This means two things. The first involves retreating from the dominant conceptual and
geographical point of reference used by contemporary scholarship in shaping Asian
conceptions of IRT, namely, Westphalia and its myriad European offshoots, such as
the nation-state and the balance of power. This also means abandoning the tendency
to view the contemporary Asian international system simply as an extension of the
European-derived “international society,” or a subset of Westphalia “writ large” (Bull
and Watson 1984). This view denies agency to Asian states, societies, and civilizations,
rendering them as passive recipients rather than as active agents and builders of ideas,
rules, and institutions of regional and international order. While hardly accurate in the
past, it will be regarded increasingly less so in the era of Asia’s rise (table 7.2).

The second aspect of deprovincialization involves avoiding the temptation to inves-
tigate Asia purely through its indigenous history, culture, and intraregional interac-
tions to the neglect of wider global trends. A quick glance at Asia’s postwar security
order would show a marked intrusion of economic, political, and security trends con-
sistent with the wider global picture. In the 1950s the Asian security order was marked
by economic nationalism, security bilateralism, and political authoritarianism. Today,
these have been replaced by economic liberalism and interdependence, growing mul-
tilateralism—coexisting with bilateralism—and democratization. These forces do not
displace indigenous culture and identity, but modify them and generate behavior and
interactions that cannot simply be studied from a purely indigenous matrix.

Deprovincialization does not depend on transcending Western IRT, but on identify-
ing congruence between it and local ideas and practices. This could happen through
a process of “constitutive localization” (Acharya 2004, 2009b), a dynamic two-way
process in which foreign ideas do not dominate or disappear, but blend into the local
setting. A closely related mechanism of deprovincialization is “subsidiarity,” the dif-
fusion of locally constructed rules and practices transregionally or globally. This may
be employed by local actors “with a view to preserve their autonomy from dominance,
neglect, violation, or abuse by more powerful central actors” (Acharya 2011a, 97).

Both mechanisms are fundamental to recognizing Asian agency, which in turn is
crucial to accommodating Asia properly within IRT and understanding the impact
of the rise of Asia for IRT. If Westphalia and Europe secede from functioning as the
benchmark against which all forms of interactions are judged for their authenticity or
even normalcy, then we grant agency to states and societies in Asia and elsewhere that
may develop international or regional orders through other types of ideas, rules, and
interactions. Hence, open and outward-looking regionalization is a pivotal aspect of
developing a NWIRT relevant to Asia or other regions of the world. Here, agency can
be both material and ideational, with the latter sometimes being even more important.
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Table 7.2 Perspectives on Asian Regional Order

2 11° [l [\d V
Structure Multipolar  Uni-multipolar  Asymmetric Sinocentrism  Regionalization—
multipolarity, open and
with continued outward looking
US primacy, if
not hegemony
Agency Great China (coercive) United States  China (benign) Asian actors,
powers and its alliances both major
and weaker
states, regional
institutions
(ASEAN
and related
institutions)
Main ordering Competition Monroe Lingering effects Bandwagoning Regional
effect and Doctrine of US hegemony with China interdependence
balancing by China, and interactions
containment by will shape great
United States power rivalry
Prognosis Europe's America's past, China Asia's past, Localization
past, Asia's  Asia's future co-opted into  Asia's future and fusion of
future American-built international
liberal norms and
international institutions into
order Asian context
Theoretical Realism Neorealism Liberalism Constructivism  NWIRT

underpinning

@ Friedberg 1993-1994, 2000.
® Mearsheimer 20086.

¢ |kenberry 2010.

d Kang 2003; Qin 2010.

An agent-oriented narrative should describe how both state and nonstate actors,
through their material and ideational means, construct, reject, reconstitute, and oth-
erwise exercise influence over the global order. Agency in this wider sense involves not
just reinterpreting and modifying existing rules, institutions, and practices of inter-
national relations, which are familiar to Western IRT as it exists today, to suit the local
Asian context, but also creating new models from the local context and applying them
in a wider international setting. It is clear that when confronted with Western con-
cepts, institutions, and practices of IR, the responses of Asian states and societies have
not been one of outright rejection. Rather, and often through their own initiative, they
have borrowed, modified, and localized Western ideas and practices of statecraft to
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suit their context and need. In some cases, they have also developed entirely new rules,
institutions, and practices that are not only applicable to Asian regional matters, but
also exportable to the wider world.

There are a number of such examples already to be found in Asia’s recent past. The
first concerns the twin concepts of nonintervention and nonalignment. Asia’s use of
nonintervention serves as a prime example of localization (Acharya 2009b), whereas
its development of nonalignment exemplifies norm subsidiarity (Acharya 2011a).
A second example concerns Asian regionalism. Despite its shortcomings, it has been a
useful counter to rampant Eurocentrism in the literature on comparative regionalism,
and has pointed to alternative pathways to regional cooperation that have resonance
in other parts of the developing world. A third example may be found in concepts of
human development and the offshoot, human security, developed in Asia by Pakistani
economist Mahbab-ul Haq and Indian economist and Nobel laureate Amartya Sen
(see chapter 33). The human security concept was borrowed by Western donors such
as Canada and Norway as the basis of their foreign policy, thereby attesting to the
global applicability of concepts with a firm—if not exclusively—Asian origin. As Asia’s
power rises, other forms of agency would develop consistent with deprovincializa-
tion, including a growing role in global governance. While this role is stymied today
by the preoccupation of significant Asian players such as China, Japan, and India with
national power—their status aspirations and competition—there is little question that
Asian actors will increasingly weigh in on matters of global order and governance. One
would thus need to identify new tools for capturing the flow of ideas and other sources
of influence between Asia and the rest of the world. Thus, aside from considering how
external ideas and trends fit into Asia, effort has also been expended in the opposing
direction, using concepts and praxis from Asia to understand and explain broader
international trends. This will constitute a core challenge to Asia’s theory-builders as
they grapple with analyzing and explaining Asia’s rise in the global order.

7.5. CONCLUSION

Theory development in and about rising Asia is likely to be contested and marked by
divergent pathways. In this chapter I have outlined three possible but by no means
exhaustive ways in which the rise of Asia might affect IRT. The first assumes the con-
tinued relevance and dominance of existing and Western-centric IRTs, albeit with
marginal extensions designed to fill the intellectual gaps. While not implausible—
IRTs such as realism, liberalism, and some versions of constructivism are not going
to disappear or give up without a fight—this is unlikely to be the dominant course.
Unless sincerely and seriously redressed, the underlying ethnocentrism and disregard
of local agency will render existing IRTs increasingly irrelevant. The second pathway,
which calls for radical surgery or transplantation of Western IRT, carries dangers,
especially if it is based on concepts and practices drawn exclusively from Asia’s own
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culture, history, and regime preferences. Such Asian exceptionalism creates an ambig-
uous basis for theory development. It renders theory development skewed in favor of
the larger civilizations and powers, privileging their ideas, culture, and geopolitical
exploits, and ignoring international systems and orders such as the maritime world
of the Indian Ocean and the role of the smaller actors—as in Southeast Asia—whose
participation has been a central element of postwar order-building in the region.
Moreover, the diversity of Asia in physical, political, cultural, and other terms poses a
huge conceptual and practical challenge to theory development, especially if it is to be
based on cultural exceptionalism.

But a third pathway is possible and more likely: a process of deprovincialization in
which existing Western-centric theories are localized to fit Asian history and praxis,
while local historical and cultural constructs and contemporary practices of foreign
policy and intraregional relations are universalized and projected to a world stage. This
pathway does not imply that IRT in Asia or theoretical developments in Asia should
simply be made to conform to or serve the interests of mainstream IRTs, be it realism,
liberalism, or constructivism, or the critical theories. To a greater extent than Johnston
(2012), I believe that this third pathway leaves room for significant innovation, at least for
offering a powerful challenge to deeply held assumptions of existing IRTs. It will entail
efforts to provide a greater place for Asian voices and realities that could help to redefine
and broaden the conceptual and methodological tools of contemporary IRT. Such an
outcome, which would challenge and enrich, rather than displace, IRT as it exists today,
could be the singular path for the rise of Asia in the study of international relations.

NOTES

1. Wang thus raises the question of whether China with its traditional hierarchical view of
international relations might challenge the Westphalian concept of state equality.

2. In this paper, I use the shorthand of IR for international relations, IRT for international
relations theory, and NWIRT for non-Western international relations theory.

3. Ikenberry considers Westphalian sovereignty as an important foundation of US liberal
hegemonyanditserosionasatrigger forthe current crisis ofauthorityinthe American-led
liberal hegemonic world order (Ikenberry 2011, 7, 21).

4. The “rise of Asia” is contested, especially regarding the extent to which Asia may rise
(Acharya 20104a).

5. The meaning of “theory” is relevant here, as there are differences between the American
understanding of theory that leans toward positivism, and the more reflectivist under-
standing found in Europe. Whereas the former demands that theory “sets out and
explains the relations between causes and effects” and that “theory should contain—or
be able to generate—testable hypotheses of a causal nature,” the European understanding
takes as theory “anything that organizes a field systematically, structures questions and
establishes a coherent and rigorous set of interrelated concepts and categories” (Acharya
and Buzan 2010, 3). Although there are certainly Asian scholars who understand theory
in the American sense, or in both ways, the softer understanding of IRT is perhaps more
popular in Asia.



INTERNATIONAL RELATIONS THEORY AND THE “RISE OF ASIA” 135

6. Even the tributary system as an international order was not examined until recently,
including by Watson (1992). (See also chapter 6).

7. The “non-Western” versus “post-Western” distinction, while not trivial, could be over-
stated. Both share the view that IRT as it stands now is too Western-centric and must be
made more inclusive. The idea of NWIRT calls for fundamental conceptual shifts in con-
temporary IRT. One irony is that some of the “critical” theories—such as postmodern-
ism, poststructuralism, Marxism, Gramscian theory, and even postcolonialism—that
form the basis of the preference for “post-Western” are themselves rooted in Western
intellectual discourses (Acharya 2011b).

8. Injustifyinghisselection of Middle East case studies to develop a theory about the origin
of alliances, Walt noted: “international relations scholars have long relied on histori-
cal cases and quantitative data drawn from European diplomatic history without being
accused of a narrow geographic, temporal, or cultural focus” (Walt 1987, 14-15).

9. Briefly stated, these differences include the absence in Asia today of the competition
for colonies that was a major cause of World War I; the greater cost of breaking the
production-driven economic interdependence found in Asia today compared to Europe’s
trade-based interdependence in the early twentieth century; and, today’s presence of
significant challengers (United States, Japan, and India) to Chinese regional hegemony
relative to the absence of such challengers to US hegemony in the nineteenth-century
Western Hemisphere (Acharya 2011d).
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8.1. INTRODUCTION

DURING the past quarter-century, Japan’s foreign economic policies have experienced
major changes in a number of key areas: rebalancing of its core policy triad (trade,
investment, economic assistance); geographical redirection of its trade and invest-
ment flows; greater activism in seeking out a voice in global economic governance;
and departure from an exclusive focus on multilateralism in order to advance trade
liberalization and financial crisis management through regional and bilateral forums.
The shifting character of Japan’s economic diplomacy opens up a number of interesting
research questions: What is driving this marked degree of policy innovation? To what
extent have policy departures been implemented effectively? What is the interplay
between international and domestic factors encouraging new directions in Japanese
economic diplomacy or, conversely, constraining Japan’s ability to play a more active
leadership role abroad?

In order to answer these questions, the analysis in this chapter unfolds as follows.
Section 8.2 provides an overview of the more important shifts in Japan’s economic
diplomacy in terms of policy tools, geographical reach, and institutional platforms
emphasized at different points in time. Section 8.3 offers an analysis of the drivers of
reform in Japanese foreign economic policy and an assessment of the obstacles that
have hindered the implementation of new policy directives. The fourth section builds
upon the findings of the earlier sections in relation to the shifting patterns and drivers
of Japanese foreign economic policy to elucidate theoretical and empirical implications
for future trends in Japanese economic diplomacy.
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8.2. HISTORICAL TRENDS IN JAPAN’S
FOREIGN EcoONOMIC POLICIES

8.2.1. Rebalancing the Core Policy Triad

The story of Japan’s “miracle,” that is, its success in rebuilding the country in the after-
math of World War II, is well known. During this period it achieved high rates of
economic growth and rising standards of living for its population as many of its manu-
facturing industries acquired international competitiveness and captured ever larger
export markets. The United States played a key role in Japan’s economic transforma-
tion both by providing a security umbrella that allowed Japan to focus on economic
reconstruction, and by acting as its main trading partner and facilitating Japan’s entry
into the GATT in the late 1950s, which greatly facilitated its export takeoff. Japan’s
prowess as a trading nation was the hallmark of its postwar foreign economic policy,
and it reached new dimensions in the 1980s as its trade surpluses escalated from 2 tril-
lion yen in 1981 to 13.7 trillion yen in 1986.!

The dramatic increase in Japan’s trade surpluses further exacerbated disenchant-
ment among Japan’s trading partners regarding the lack of reciprocal access to the
Japanese market. Out of concern over its trade deficit with Japan, the US government
took action on two fronts. With the view that an undervalued yen was artificially boost-
ing Japan’s export competitiveness, the United States orchestrated currency interven-
tions by five large industrialized countries in the so-called Plaza Accord of September
1985 to bring about a depreciation of the dollar. A few years later the Bush adminis-
tration engaged Japan bilaterally in the Structural Impediments Initiative (SII). The
thrust of this initiative was directed at the role of various nontariff barriers—which
are nontransparent and difficult to quantify—in blocking access to the Japanese mar-
ket. For example, an ineflicient distribution system, high land prices, and exclusion-
ary business practices were identified as obstacles for American products reaching
Japanese consumers (Schoppa 1997, 8).

While the record of the SII talks in removing access barriers was mixed, the Plaza
Accord produced a sharp revaluation of the yen, approximately 51 percent between 1985
and 1987. This substantial currency shift brought about a major shock to the Japanese
economy and triggered the first major realignment of the core policy triad: the boom in
Japanese overseas investment. To be sure, Japanese corporations had invested abroad
since the early 1960s, but the flow of outward investment as a response to the currency
shock was unprecedented: it increased from $3.6 billion in 1983 to $34.2 billion in 1988
and $48 billion in 1990.2 In essence, Japanese corporations sought to tackle the adverse
effects of the high yen by either establishing production/assembly facilities in main
consumption markets (e.g., the automobile investment wave in the United States) or
to shift the production of components to different East Asian countries, and frequently
to assemble them in China for re-export to industrialized markets. Thus, the Japanese
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production networks that have de facto produced a high level of economic integration
in the region were established (Solis 2004; Hatch and Yamamura 1996).

Japan’s emergence as a creditor nation gave much greater heft than previously to
another core component of its foreign economic policy kit: official developmental assis-
tance (ODA). Early in the postwar period the Japanese government had emphasized
economic cooperation with neighboring countries to avoid isolation and to facilitate
the overseas expansion of Japanese corporations. ODA emerged as a hallmark in the
diplomacy of a civilian power, and with its rising financial strength, Japan emerged as
the leading aid donor among industrialized countries throughout the 1990s. However,
critics of Japan’s economic assistance program leveled two main charges: (1) mercantil-
ism, by which the tying of aid and the focus on infrastructural projects were deemed
to generate a steady stream of contracts for Japanese corporations (Arase 1995); and
(2) lack of purpose, in that the Japanese government had not articulated a clear vision
of the goals of its assistance programs (Stein 1998). The Japanese government proved
responsive to these criticisms and introduced major reforms: untying 98 percent of all
aid commitments by the late 1990s; increasing humanitarian assistance; and issuing an
ODA charter that embraced principles such as sustainable development, environmen-
tal protection, democratization, and human rights (Hirata 1998; Solis and Urata 2007).

However, as the Japanese economy slowed down with the bursting of the bubble in
1991, budget deficits increased and aid fatigue set in. The ODA budget experienced cuts
throughout the 2000s, so much so that the 2011 ODA budget was equivalent to only
49 percent of the budget for 1997. Japan’s ODA disbursements in 2010 totaled $11 billion,
placing Japan in fifth place among leading donors in the world. The goal of increas-
ing the ratio of ODA to gross national income to 0.7 percent seems increasingly out
of reach as Japan, at 0.2 percent, ranks almost at the bottom of the list of the OECD’s
Development Assistance Committee members (MOFA 2011). Hence, budgetary cuts
and an increasing focus on the tasks of domestic reconstruction in the aftermath of the
Triple Disaster of March 2011—earthquake, tsunami, nuclear crisis—do not bode well
for a major reactivation of Japan’s overseas economic assistance program.?

8.2.2. Shifting Geographical Scope

The geographic scope of Japan’s economic relations has also shifted markedly over
the years (see Dent chapter more generally on trade trends in Asia). Table 8.1 pro-
vides an overview of the main areas of destination for Japan’s trade and investment
flows over the past quarter-century. From this table, it becomes clear that in the late
1980s the United States continued to occupy the position of top economic partner of
Japan. Almost 37 percent of Japanese exports were destined for the American market,
US products represented 21 percent of total imports in Japan, and close to half of all
Japanese outward investment was directed to the United States. By the year 2011, the
United States had been demoted to the number two destination market for exports
(with 15.5 percent of the total) and source of imports (with 8.9 percent of the total). The
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largest share of Japanese overseas investment continued to be channeled to the United
States, but it had clearly lost its dominant share and was down to 12.7 percent.

The diminishing importance of the United States in Japanese foreign economic
transactions is explained by the rising share of Asia—in particular China. In the trade
front, Asia as a whole represented 22 percent of exports and 26 percent of imports in
1987, but by 2011 these shares had increased to approximately 50 percent and 42 per-
cent respectively. Within the Asian region, important shifts also occurred. Asian newly
industrialized economies (NIEs) have consistently been an important market for
Japanese products—their share of total Japanese exports peaked in 1997 at 17.5 percent,
and in 2011 they mostly retained their share at 16.5 percent. However, their importance
as suppliers of imports to Japan has decreased over time: from 7.9 percent in 1987 to
5.9 percent in 2011. The importance of Southeast Asian markets grew quickly in the late
1980s and 1990s, so that the share of total Japanese exports jumped from 4.3 percent in
1987 to 11.7 percent in 1997—a share that they retain today; but again there is a slight
drop in the share of Southeast Asian countries in Japanese imports from 11 percent in
1987 to 9.3 percent in 2011. The possibility of trade flows with Central Asia increasing
in the future is indicated by the growing attention the region has begun to receive as a
potential supplier of key resources such as oil, gas, and rare metals. The most remark-
able transformation is in the China-Japan trade relationship. In 1987, China did not
rank high as a trade partner for Japan, representing only 3.6 percent of exports and
5.0 percent of imports. But by 2011 China had catapulted to become Japan’s largest trad-
ing partner, with 19.6 percent of exports and 215 percent of imports.

Regarding overseas investment flows, in the late 1980s China received a minor share
of Japanese capital, compared to Asian NIEs with an 8.6 percent share. In fact, follow-
ing the yen appreciation there was a major wave of Japanese investment in both NIEs
and Southeast Asian countries (which in 1997 received 20.3 percent and 19.8 percent
of total Japanese investment respectively). Since then, Southeast Asia has continued
to receive around 12-13 percent of Japanese investment due to the continued desire to
relocate component manufacture to these countries, while the share of Asian NIEs
contracted to 8 percent. In the past twenty-five years, the role of China in the strate-
gies of Japanese multinational corporations experienced significant transformation.
The importance of China as a site of operations for Japanese corporations has grown
dramatically. This was initially due to Japan’s interest in the emergence of China as
a major export platform with low labor costs and preferential policies for import of
components, which could be used for the assembly into finished goods destined for
industrialized markets.

Later, Japan was lured by the possibility of servicing local markets due to growing
income levels. China’s share of Japanese FDI increased from 1 percent in 1987 to 7.3 per-
cent in 1997, and 10.9 percent in 2011. Japanese multinational corporations have also
exhibited interest in India, whose share of FDI flows from Japan has hovered around
2 percent. Although the trade relationship with India is still modest, the increase in
Japanese exports with the 2011 enactment of the bilateral trade agreement (represent-
ing 1.3 percent of total exports), and the potential for larger investments by Japanese
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companies as India eases restrictions on multinational corporations and improves its
business infrastructure, could generate growing levels of economic exchange. Overall,
however, the bulk of Japan’s regional economic diplomacy continues to be in Northeast
and Southeast Asia, followed at a considerable distance by other players in the region
such as India and Central Asia. Finally, the last major reorientation in the geographical
distribution of Japanese foreign direct investment occurred in Europe, where the share
of Japanese FDI grew from 10 percent in 1997 to 34.4 percent in 2011, as many compa-
nies sought to secure a place in an increasingly integrated European continent.

8.2.3. Seekinga Voice in Global Economic Management

Japan’s penchant for a greater role in global economic management was first mani-
fested in its funding campaigns of international financial institutions (IFIs) such as the
World Bank and IMF during the 1980s. As Searight (2002, 173) notes, gaining greater
visibility in international organizations allowed Japan to achieve a stature more com-
mensurate with its economic prowess, and to do so in a way that did not threaten its
Asian neighbors by enmeshing itself tightly in a multilateral framework. Relying on its
financial muscle, the Japanese government organized capital recycling campaigns that
rapidly increased Japan’s funding shares and voting powers. For instance, Yasutomo
(1995, 66) estimates that in the early 1990s Japan was providing close to 30 percent of all
the World Bank’s capital inflows, and by 1984 Japan had leaped to second largest share-
holder. The same was true for Japan’s status by 1990 as the second largest shareholder in
the IMF.

However, the strategy of injecting capital into these Bretton Woods institutions in
order to secure greater authority had its limits. Two main constraints are evident. First,
because the United States remained the largest shareholder, possessing sufficient shares
to retain a veto power on key issues, there were de facto limits on the extent to which
Japan’s share could grow. Second, because the Japanese government’s ideas on develop-
ment and financial crisis management did not find a receptive audience, Tokyo soon
became disillusioned with its ability to affect IFI operations. For instance, an open rift
ensued between the World Bank and Japan on development philosophy in the early
1990s. While the former emphasized liberalization and privatization as key reforms
for developing countries; the latter advocated a larger role for government in guiding
development through indicative credit, warned about the risk of market failure, and
urged case-by-case prescriptions on privatization (Wade 1996; Yasutomo 1995).

Another bitter clash between the United States and Japan took place at the time of
the 1997 Asian financial crisis as both countries reached opposite conclusions on the
origins of the crisis and the policies required from the IMF. The United States diag-
nosed Asian countries as suffering from crony capitalism and urged austerity mea-
sures, while Japan blamed speculative capital and recommended liquidity injections
to stabilize markets. Since these heated debates of the 1990s, Japan has not tried to
increase its voting share in international organizations to gain greater influence. In
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fact, the governance debate in IFIs has shifted toward giving emerging economies a
larger voice, and in 2008 China led the charge in the IMF, demanding 6 percent redis-
tribution of votes from overrepresented to underrepresented countries.*

With the onset of the global financial crisis (GFC), Japan opened a new chapter in its
relationship with the IMF. At the time there were great concerns regarding the insuffi-
ciency of IMF resources to deal with a crisis of this magnitude, but Japan’s hefty contri-
bution of $100 billion helped to secure the goal of the G20 to treble the Fund’s resources
(Sanford and Weiss 2009), and in the spring of 2012 Japan committed an additional $60
billion to the Fund to address the continuing problems in Europe. The Japanese gov-
ernment also contributed $22 billion to keep the wheels of international trade running,
and provided an additional $20 billion to help shore up Asian economies (“Transcript”
2009). Japan’s activism during the GFC was facilitated by convergence in the interna-
tional community around key ideas Japan had advocated since the Asian financial cri-
sis (AFC). There is now greater acceptance of the notion that unfettered movement by
speculative capital is creating increasingly dangerous financial turmoil, and the IMF
has also reformed its practices to introduce flexibility and avoid stringent conditional-
ity for all cases (Katada 2009; Kawai 2009).

But it is not at all clear if Japan will play a leading role in devising the contours of
the new global financial architecture. The G2o assumed the key role of stewardship
committee and has debated central issues such as global imbalances and international
financial reform. Japan, however, has not played such an active role in the G2o com-
pared to China and Korea. For instance, China has been at the center of the debate on
foreign exchange management and global imbalances, and Korea played a visible role
as the first Asian country to host the G2o summit in November 2010. Three main rea-
sons explain Japan’s uncomfortable transition to the G2o summit process: (1) Japan lost
its privileged position as the sole Asian voice that it held in the G8;° (2) international
summitry requires leader rapport, but the high turnover of Japanese prime ministers
hindered Japan’s ability to maintain this; and (3) the Japanese government did not for-
mulate a distinct set of policy proposals on the structural reforms needed for a more
robust financial architecture (Katada 2009; Solis 2011; Ito 2010).

8.2.4. New Institutional Platforms: Regional and
Bilateral Initiatives

A key mantra of Japanese postwar foreign economic policy was its strict adherence to
multilateralism. However, since the late 1990s Japan has opened a new chapter in its
foreign economic policies by espousing regional and/or bilateral initiatives to deal with
financial crisis management and advance trade liberalization.s In the case of finance,
the Japanese government acted on what it perceived as an insufficient response from
the IMF and the United States to the AFC by announcing its plan to establish an Asian
Monetary Fund (AMF). However, due to the opposition of the United States—which
feared moral hazard through weaker conditionality—and of China—which was not
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prepared for Japan to seize the lead in regional diplomacy—]Japan had to abandon the
AMF initiative.

The desire of many East Asian governments to shield the region against financial
instability, however, was not extinguished; a new effort was launched in 2000 through
the Chiang Mai Initiative (CMI) to put together a network of bilateral currency swaps
worth $80 billion to help to anchor a regional economy in crisis (see also Grimes chap-
ter). In order to appease the concerns that had undermined the AMF effort, the CMI
was explicitly linked to the IMF by establishing that only 10 percent of funds could be
released without the IMF’s seal of approval. The CMI has matured over time as govern-
ments in the region have increased the size of committed funds (worth $240 billion as
of May 2012), has loosened the link to the IMF so that 40 percent can be used before
seeking its approval (Wall Street Journal 2012), and finally has agreed on multilateral-
ization in the aftermath of the GFC (Ciorciari 2011). With this last step, specific funding
quotas were assigned for the first time: China and Japan both with 32 percent, Korea
with 16 percent, and ASEAN with 20 percent. This gave rise to a weighted voting sys-
tem, with China and Japan exercising veto power since a de facto two-thirds majority
vote is required for the release of funds (Grimes 2011). Further progress was made in
the area of institutionalization with the establishment in Singapore of the ASEAN+3
Macroeconomic Research Office (AMRO) as part of the multilateralization effort, and
there is now increased discussion concerning the possibility of expanded functions in
surveillance and in further institutional development (Ciorciari 2011; Kawai 2009; see
also Grimes chapter in this volume).

While Japan has been at the forefront of the regional financial integration process—
planting the idea of the AMF scheme, contributing sizable funds, and co-chairing
AMRO with China—the future deepening of the CMI presents the Japanese govern-
ment with two fundamental challenges: (1) Can co-management with China work
smoothly and efficiently? and (2) should the link with the IMF eventually be severed
to create a truly autonomous regional institution? Both questions are ultimately inter-
related since the Japanese government has been reluctant to abandon the link with the
IMF without significant strengthening of surveillance capabilities, but the Chinese
government has balked at the notion of a more intrusive form of monitoring (Grimes
2011; Henning 2009).

In the case of trade, the Japanese government engineered in the late 1990s an
about-face in its long-standing position that preferential trade agreements (PTAs) were
harmful to the multilateral regime, and started to negotiate its own PTAs (Solis 2003).
This major policy departure was a response to the negotiation impasse at the GATT/
WTO, as well as an attempt to counter possible disadvantages to Japanese companies
in foreign markets from the proliferation of rival preferential trade agreements.

The Japanese government aimed to formulate a distinctive approach to trade liber-
alization and economic integration in East Asia. Japan advocated an ambitious agenda
in the rules area of these trade agreements through the inclusion of WTO plus com-
mitments in services, investment, finance, government procurement, and intellectual
property. Moreover, the Japanese government pitched the idea that it offered a unique
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package in its trade negotiations by including an economic cooperation chapter when
it negotiated with developing nations. Japan sought to distinguish its PTA model from
China’s by endorsing a more comprehensive issue scope and by adopting a more legal-
istic approach (in terms of defining precise obligations actionable through dispute
settlement mechanisms). But it also offered a different interpretation of where the
boundary for East Asian trade integration lay. China favored a narrower geographi-
cal area confined to the ASEAN+3 countries, whereas Japan insisted on incorporating
India, Australia, and New Zealand, in part to balance China’s influence.

Eventually, the Japanese government set its sights on larger trading partners, espe-
cially the United States and the European Union, and prescribed increasingly ambi-
tious numerical targets. In July 2006, the Koizumi cabinet determined that it would
negotiate preferential trade agreements to cover 25 percent of Japan’s total trade
value by the year 2010 (Yoshimatsu 2012, 199). In its “Comprehensive Strategy for the
Rebirth of Japan,” released in July 2012, the Noda cabinet raised the expectation by
announcing a much more ambitious figure: 8o percent by the year 2020 (National
Policy Unit, 2012). However, the 13 Japanese FTAs signed so far have come short of
these loftier goals, as they represent only 17 percent of Japanese exports, and Japan
lagged behind other countries: China (21 percent), EU (30 percent), United States
(36 percent), and South Korea (38 percent) (Nikkei News 2011). This underperfor-
mance reflected the difficulty of Japan’s PTA policy in gaining traction in different
areas. Except for some token programs for trained nurses, Japan’s inability to open its
agricultural market and accept inflows of foreign workers from Southeast Asia signif-
icantly dulled the appeal of its PTAs. In advancing PTAs with industrialized nations,
neither the European Union nor the United States responded enthusiastically to
Japan’s entreaties to negotiate a preferential trade agreement. The Bush administra-
tion was skeptical that bilateral trade negotiations with Japan could succeed given its
inability to undertake agricultural market opening, and the Europeans were inter-
ested in discussing rule harmonization but not a PTA, due to concerns over a massive
inflow of Japanese cars.’

Japan tried to re-energize its trade policy by exploring membership in the
Trans-Pacific Partnership Agreement (TPP), ® and also by promoting a trilateral agree-
ment with China and Korea, and a 16 nation East Asian trade agreement, known as the
Regional Comprehensive Economic Partnership. For Japan, the stakes of TPP partici-
pation were very high, as it will help to avoid marginalization from the key initiatives
in international trade; restore a level playing field for Japanese companies in overseas
markets, especially as other countries have moved faster in securing preferential terms
of operation through their PTAs; advance domestic structural reforms to enhance
competitiveness; and leverage its own trade diplomacy by increasing its appeal as a
PTA counterpart. The trade agreement with China and Korea was also deemed of key
importance since they are large economic partners, and the Japanese business com-
munity has long advocated a PTA with China to improve market access conditions and
amore transparent regulatory framework (Solis 2007). However, it took Japan two and
a half years to finally announce on March 16, 2013, that it wanted to join the TPP, and
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given the thorny diplomatic relations with China and South Korea due to history and
territorial disputes, the fate of the East Asian trade initiatives is not very clear.

8.3. DRIVERS OF CHANGE IN JAPAN’S
FOREIGN EcONOMIC POLICIES

There have been significant changes in the past quarter-century in terms of realign-
ment within Japan’s core policy triad, geographical redistribution of its trade and
investment relations, greater assertiveness in advocating distinct views on develop-
ment and economic assistance, the parameters of trade integration, and financial crisis
management; in addition to Japan’s willingness to use its financial prowess to gain a
larger say in IFIs and boost its financial resources in times of world economic turmoil.
Moreover, Japan has been willing to deviate proactively from its near-exclusive focus
on global regimes. Japan has already come a long way from its initial strategy to use the
legal remedies available at the WTO to defend its domestic measures and challenge the
trading practices of other nations (Pekkanen 2008). More recently, Japan abandoned
its exclusive focus on multilateralism to develop restricted membership institutions as
part of an East Asian regional economic architecture. These historic initiatives indicate
a strong penchant for policy activism and highlight how far Japan has moved from its
passive stance as a “reactive state,” which had previously characterized its economic
diplomacy (Calder 1988). However, the overview above also demonstrates that the
Japanese government has experienced great difficulty in recasting the role of the state
in regard to economic development in aid programs, and in influencing the design of
cutting-edge rules on trade, international financial rescue, and the new international
financial architecture. Hence, we are in need of a foreign policy model that can capture
Japan’s checkered record of signaling new policy departures but coming short in their
implementation.

In order to zoom into the drivers of Japanese foreign economic policy, the analysis
here borrows the approach of Ikenberry, Lake, and Mastanduno (1988) of laying out
at different levels of analysis the factors shaping a country’s economic diplomacy. As
these authors explain, a system-centered approach focuses on how policymakers navi-
gate the opportunities and constraints embedded in the international system. Hence,
the relative economic capabilities of states, interactions among the larger economic
players, and the role of international regimes are key variables in this approach. In
contrast, a society-centered argument views foreign economic policy as driven funda-
mentally by domestic politics—in particular the actions of interest groups capable of
overcoming collective action problems and deploying their financial contributions or
votes to advocate their demands. In this school, the state is merely the arena in which
societal groups weigh their battle to shape a country’s foreign economic policy. The
state-centered approach rejects the notion of a marginal state by highlighting the
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importance of institutions in aggregating, empowering, and disempowering soci-
etal demands, and by underscoring the autonomous preferences of public officials.
State officials have at their disposal several strategies to gain control over foreign eco-
nomic policy: they can redefine domestic issues as being under the purview of inter-
national negotiations and commitments, they can build new institutions to advance
their agenda, and they can encourage the mobilization of groups in society. On the
other hand, stalemate among clashing domestic groups and the presence of competing
goals in the government’s agenda can significantly limit the influence of state actors
(Ikenberry, Lake, and Mastanduno, 1988).

This analytical framework provides a useful departure point from which to identify
determinant factors of Japanese foreign economic policy across levels of analysis. But
beyond an inventory of influential forces, the analysis here aims to identify the trig-
gers for policy departures and the causes behind limited implementation, in addition
to pointing to synergy effects as interacting variables operate at the international, soci-
etal, and state level.

8.3.1. Systemic Arguments

International factors have weighed heavily in the evolution of Japan’s foreign economic
policy. External crises in particular—understood as both threat and opportunity—
have acted as the most important catalysts for policy innovation. Several examples
abound in this regard. For example, the sharp yen appreciation in the mid-1980s threat-
ened the export competitiveness of broad swaths of the Japanese manufacturing sector,
and triggered an unprecedented flow of overseas investment to relocate production.
The Asian financial crisis in 1997 and the global financial crisis in 2008 underscored the
potential perils of unregulated financial markets in a globalized economy, triggering
the development of a regional liquidity mechanism and substantial capital injections
into the IMF. The unwieldy proliferation of PTAs risked placing Japanese corporations
at a disadvantage in foreign markets and leaving the Japanese government behind in
this wave of regional economic diplomacy. This led to reconsideration regarding a pre-
viously taboo policy option: selective and discriminatory liberalization.

Policy departures were swifter not only when the Japanese government perceived
adverse international trends—sharp yen appreciation, trade diversion, or specula-
tive capital—but also when it concluded that underperformance of multilateral insti-
tutions was aggravating the problem. For instance, the Japanese government viewed
with concern the endorsement of structural adjustment loans in the World Bank as an
attempt to use conditionality to implement policies concordant with the Washington
Consensus, prompting the government to articulate a distinctive view on the role of
aid and development. The decade-long inconclusive Doha Round raised significant
concerns about the inability of the WTO to break negotiation logjams, creating incen-
tives to explore regional and bilateral trade agreements. Finally, the Japanese govern-
ment criticized the IMF for misdiagnosing the AFC and aggravating the situation with
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deflationary policy prescriptions. It offered an alternative through the AMF scheme,
and later supported the Chiang Mai Initiative. In contrast, when the Japanese govern-
ment was more satisfied with the more flexible lending practices in the IMF and the
emerging consensus on the merits of greater regulation of capital flows, it played a deci-
sive role in boosting the financial resources of the Fund.

International regimes have shaped Japanese economic diplomacy in one further
way: through nesting effects. In essence, room for institutional innovation is greater
when there are fewer strictures imposed by the overarching multilateral regime. As
a case in point, the AMF initiative subsided quickly once fears surfaced that it would
undermine the IMF’s position of lender of last resort; the CMI was born with a clear
line of subordination to the IMF in that the majority of funds would not be released
without approval from the Fund—a link that has been gradually loosened over time.
In contrast, the lax rules on regional trade agreements in the WTO have given Japan
and other countries considerable latitude regarding the depth, coverage, and qual-
ity of their PTAs, and the consequent growth of these agreements has been explosive
(Pekkanen, Solis, and Katada 2007).

Relative economic capabilities and interactions with other leading economic play-
ers have also been influential, but they are less helpful in explaining policy activism
and underscore instead the structural limitations to Japanese economic power that
hinder implementation of new initiatives. Undoubtedly, Japan’s economic takeoft
to become the second largest economy in the world and its ability to recycle trade
surpluses to become aleading creditor nation and donor of overseas economic assis-
tance underpins its leadership potential. The first inklings of Japan’s shift toward an
activist foreign economic policy—its “funding for shares” campaign in the World
Bank and IMF—reflect precisely an attempt to acquire the international stature and
voice in key global institutions to match its elevated economic ranking. And yet, as
Japan’s economy entered a prolonged economic slump in the 1990s and in 2010 was
overtaken by China in its overall economic ranking, Japan also launched new policy
initiatives that aimed to secure institutional arrangements before further decline
undermined its bargaining power, most notably the CMI (Katada and Solis 2008).
Hence, both the rise and decline of economic power can be associated with policy
activism.

Interactions with other leading economies have in many ways curbed Japan’s leader-
ship attempts. For instance, Japan was unable to redirect the operations of the World
Bank and the IMF because the United States disagreed with Japan’s proposal and con-
tinues to hold the voting shares controlling most of the important decisions within
these institutions. A decade later, Japan could not launch the AMF due to opposition
from the United States and lack of support from China. And the multilateralized CMI
represents an uncomfortable Sino-Japanese condominium, as both countries main-
tain contrasting perceptions of surveillance or further institutionalization that could
impose a sovereignty cost. Competitive dynamics have also been important in the
trade front. For several years Japan and China have endorsed alternative blueprints for
East Asian integration (only more recently agreeing on the RCEP formulation), and
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Korea negotiated trade agreements with the United States and the European Union
that placed Japanese companies at a disadvantage in those markets. Whether the three
Northeast Asian countries can downplay these competitive dynamics and conclude a
trilateral FTA that could serve as a steppingstone for a broader East Asian trade group-
ing remains to be seen. On the other hand, the United States has now articulated an
alternative vision for Asia-Pacific integration through the Trans-Pacific trade nego-
tiations, and both countries share key interests in the TPP project: to disseminate a
high-standard economic integration paradigm and to prevent being sidelined by
China in the process of Asian regional integration. However, domestic politics in both
countries conspired to prevent Japan’s admission earlier in the negotiation process. On
the US side, automobile companies in particular have opposed Japan’s entry (Inside
U.S. Trade 2012). A broader analysis of the role of domestic politics in Japanese foreign
economic policy follows.

8.3.2. Societal Arguments

Two considerations seem paramount in understanding the role of societal actors as
drivers of Japanese foreign economic policy: (1) the strength of internal advocates
for activist international economic policies, which hinges on preference intensity,
mobilization capability, and lobbying resources (Katada and Solis 2010); and (2) the
emergence or not of a domestic stalemate among advocates and detractors. A couple
of examples serve to illuminate the first point. As Japan moved to untie its foreign aid
to conform to Western standards, Japanese companies saw their share of ODA con-
tracts dwindle. Therefore, when the Japanese government implemented budgetary
cuts to its aid program, the business community did not seek to stop this retrench-
ment. In this case, low preference intensity explains the absence of a champion for a
more robust aid program, but in the case of finance, mobilization hurdles hindered
the actions of societal advocates. As Katada notes, the severe Japanese banking cri-
sis of the 1990s and the process of mergers that ensued reconfigured the banking
sector. This dramatic restructuring—along with the loss of the Bank of Tokyo, tra-
ditionally the bank with the most foreign expertise, to a bank merger—Ileft the bank-
ing industry unable to make substantial demands on the government regarding its
international financial initiatives. The muted voice of the Japanese banking sector
was evident in its inability to advocate more forcefully for the AMF, even though
Japanese banks needed an orderly exit mechanism; and in the lack of input to the
government on ongoing deliberations in international forums such as the Basel
Committee and the G20 regarding the new financial architecture (Katada and Solis
2010; Katada 2012).

The trade case, on the other hand, highlights the immobilizing effects of interest
group gridlock. The Japanese business community, through its umbrella organiza-
tion, Keidanren, has been the most active proponent of free trade agreements. Japan
has sought to avoid trade diversion, to partake in international rule-making on trade
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and investment, to consolidate regional production networks in East Asia, and to over-
come the competitive disadvantages created by energy uncertainty and a high yen;
these actions have dictated greater globalized production and have propelled Japanese
industrial interests to advocate for an ambitious preferential trade policy.® The tradi-
tional conduit for business influence has been financial contributions (Curtis 1975): in
2003 Keidanren decided to reinstate political donations that had been phased out a
decade earlier due to concern over corruption. Nevertheless, the 1994 electoral reforms,
which introduced public subsidies for parties, significantly reduced the appeal of the
revived corporate donations. For instance, in the 1960s, Keidanren provided 9o percent
of Liberal Democratic Party (LDP) funds, but only 12 percent in 2005 (Yamamoto 2007,
203), and the Democratic Party of Japan (DP]) was even less dependent on corporate
contributions. At the same time, industrial interests confronted the determined oppo-
sition of the agricultural lobby (the agricultural cooperatives through their political
arm, Zenchar), which has made the argument that large-scale liberalization will destroy
Japanese agriculture.

To be sure, important changes have taken place since the heyday of the agricultural
iron triangle. Zencha can no longer routinely deliver the hard farm vote to the LDP,
has seen its organizational strength diminish due to deregulation measures—such as
the loss of its monopoly over rice distribution—and as relations with the LDP became
more distant, has been struck by the new realities of electoral turnover, with the DPJ
winning a historical victory in August 2009. Moreover, the DPJ did not have an agri-
cultural policy tribe equivalent to the LDP’s, largely because Ozawa Ichiro had central-
ized the apportionment of pork-barrel projects and the party’s policymaking structure
comprises alooser organization (George Mulgan 2012).

However, farmer interests still exert powerful influence in Japanese politics and
trade policy for two main reasons: the continuing importance of the agricultural vote
and the construction of a broader anti-FTA coalition. A key component to the suc-
cess of the DPJ’s electoral strategy in 2009 was to bypass Zencht and appeal directly
to the farmers by offering a more generous direct payments program. Furthermore,
for the past half-decade, most rural electoral districts have alternated their support
for political parties, in effect acting as a swing voting group, thereby compelling pol-
iticians to cater to this constituency. As the national debate in Japan on prospective
TPP membership grew increasingly heated, Zenchu skillfully framed its opposition as
extending beyond the defense of narrow agricultural interests to protect core Japanese
economic and social institutions, and enlisted the support of other actors such as the
Japan Medical Association and the Consumer Union of Japan.

This heated domestic stalemate between advocates and detractors clipped the wings
of Japanese PTA policy during its first decade. But a purely societal approach is not
sufficient to understand the impact of domestic politics on Japanese foreign economic
policies. For example, the overview above explained how electoral rules have empow-
ered certain constituencies over others, and how they have decreased the reliance of
parties on corporate contributions. Factoring in the role of political institutions and
state actors is, therefore, the next task.
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8.3.3. Statist Arguments

The state has loomed large in Japan’s foreign economic policy as it has received credit
for plotting industrial policies capable of lifting Japan’s position in the international
division of labor, as posited by the model known as the “developmental state.” Without
revisiting the debate on the pros and cons of this model, it is sufficient to note here that
many of the policy tools that the Japanese government used to guide private investment
in the early postwar period have disappeared as Japan’s economy internationalized
(i.e., foreign exchange quotas, fixed interest rates, restrictions on inward investments).
Hence, an account of how state-level variables impact Japan’s economic diplomacy in
the postdevelopmental period should take into account three interrelated variables: the
degree of state autonomy from interest groups and/or politicians; the extent of interbu-
reaucratic conflict; and the level of centralization of decision-making in the political
executive.

Again, finance and trade represent polar cases. In the former, the state has enjoyed
a great degree of autonomy from interest group lobbying and politician intervention,
and the decision-making circle has been narrow, with the Ministry of Finance (MOF)
responsible for key initiatives. As noted before, the banking industry did not operate
as an active lobby in the area of financial regionalism, and a detailed account of the
AMEF proposal reveals that it was engineered by MOF as it responded to IMF/US poli-
cies that it regarded as attempts to dismantle the Asian development model (Lee 2006).
Grimes (2009, 103) also offers a state-centric explanation of Japan’s endorsement of the
CMI, whereby the Japanese government used this initiative to achieve both regional
currency cooperation (and promote the internationalization of the yen) and regional
hedging by diminishing the dependence on the IMF and the United States in resolving
future crises. The latest episode of Japanese activism—hefty contributions to the IMF
during the GFC—also underscores the concern of the bureaucracy with protecting its
autonomy and avoiding meddling by politicians. Handled as a reallocation of its for-
eign exchange portfolio, the contribution to the IMF did not require a vote by the Diet,
and bureaucratic discretion was upheld (Holryod and Momani 2012).

In sharp contrast, trade bureaucrats housed in the Ministry of Economy, Trade
and Industry (METI) have not exerted such control over PTA policy. METT officials
endorsed this departure in trade policy to accomplish two main goals: (1) to obtain
use of the same policy tools that their counterparts enjoyed, by developing multitrack
trade policies with multilateral, regional, and bilateral negotiation fronts (Solis 2009);
and (2) to use these agreements to push for needed domestic reforms, particularly in
the agricultural sector (Munakata 2001). Due to jurisdictional overlap, however, METI
officials have had to compromise with other ministries, in particular the Ministry of
Agriculture, which is heavily influenced by agricultural policy politicians (zoku) who
take a vocal defensive posture (Solis 2010). Moreover, the campaign to enhance the
power of the Prime Minister to break such iron triangles faltered under the DP]J. The
party’s stated goals of asserting politicians’ control over the bureaucracy, increasing
party discipline, and centralizing the decision-making system went by the wayside.
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The LDP under Prime Minister Abe has had greater success in centralizing trade poli-
cymaking as Zenchu was been unable to find another national party to veto TPP mem-
bership, and by establishing TPP headquarters in the Cabinet in order to overcome
bureaucratic sectionalism. The final payoff of these institutional reforms in terms of
domestic market opening and leadership role in international trade negotiations will
have to be assessed at a later date.

8.4. IMPLICATIONS AND FUTURE TRENDS

Extrapolating from the analysis above, we can identify combinations of variables
across levels of analysis that are either supportive of foreign economic policy innova-
tion or can hinder Japan’s leadership attempts. The lineup of variables favoring for-
eign economic policy activism includes international crises that threaten core Japanese
interests coupled with disenchantment with the performance of existing international
institutions; a strong domestic advocate that welcomes the policy departure; and
streamlined decision-making involving a single ministry that can handle the issue
in a technocratic manner. In contrast, Japan’s foreign economic policy initiatives are
unlikely to flourish when they face resistance from leading countries—there is apathy
among potential backers at home, deep polarization among domestic groups, and a
cumbersome decision-making process due to overlapping bureaucratic jurisdictions
and zoku politicians’ intervention.

Going forward, at least three main issues will be of central importance for the
future of Japanese foreign economic policy. First of all, flexing its financial muscle
to achieve greater visibility in the management of the global economy may become
increasingly difficult if the economic reforms of Prime Minister Abe (popularly
known as Abenomics) do not deliver the expected results and the government’s debt
situation dictates further budgetary retrenchment. In that scenario, Japan would
be hard pressed to find its voice in debates concerning future financial architecture
and to become a focal point for Asian economic integration. Economic revitaliza-
tion is, therefore, critical to Japan’s leadership potential. Second, Japan’s foreign eco-
nomic policy will require recalibration to account for the more diffuse international
system as emerging economies have consolidated their position in the G20 and seek
governance reforms in the IFIs. We may expect Japan to continue with institutional
strategies that seek to secure its place in global economic management and regional
institutional building. Third, forging a domestic consensus on the benefits of deeper
economic integration with other countries—while addressing the adjustment burden
of disadvantaged sectors—and on the value of Japan’s supply of international public
goods in the midst of fiscal retrenchment will be essential to sustain an active Japanese
foreign economic strategy.
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NOTES

1. Ministry of Finance figures.

2. For data sources see table 8.1.

3. Critics of ODA point to the staggering cost of reconstructing damaged infrastructure
in affected coastal areas in the northeast, estimated to be around $222 billion (Kakuchi
2012).

4. Foran overview of these reforms, which have not yet entered into force, see International
Monetary Fund 2012.

5. Several Japanese government officials have emphasized the core role of the G8 with the
image of concentric circles. The G8 can act more cohesively as a group of like-minded
industrialized countries, while coordination with emerging and developing countries
can be achieved in the outer circle, the G2o (Dobson 2012).

6. Thefirstmajor (trans)regional initiative was the establishment of APECin 1989. However,
APEC operates under the principles of voluntarism and open regionalism (nondis-
crimination), so it is different from the preferential regional diplomacy discussed in this
section.

7. Interview with Keidanren officials, Tokyo, June 2008.

8. TPP membership grew from Singapore, Brunei, Chile, and New Zealand, to include the
U.S., Malaysia Vietnam, Australia, Peru, Mexico and Canada. The TPP has garnered a
lot of attention because of its promise to rule out sectoral exclusions and systematically
tackle nontariff barriers. It is still unclear whether the final TPP agreement will be able
to match the ambitious levels of liberalization it advertises. See Ravenhill and Capling
(2011), Elms (2012), and Solis (2011).

9. The level of business interest in each FTA varies depending on the economic stakes
involved. For a theoretical model that explains the selective pattern of Japanese business
FTA lobbying see Solis 2013.
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CHINA’S FOREIGN ECONOMIC
RELATIONS AND POLICIES
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MARGARET M. PEARSON

THE evolution of China’s foreign economic performance and policy is one of the big-
gest stories of the late twentieth and early twenty-first centuries. China’s trajectory
has had repercussions domestically, regionally, and internationally, and at the level
of markets and governmental institutions. As this chapter illustrates, though, there
are really two stories, and the narrative regarding the drivers of these phenomenal
foreign economic changes often appears to head in diametrically opposed directions.
Following a framework distinguishing state-centered, societal- or market-centered,
and system-centered approaches to foreign policymaking (Ikenberry, Lake, and
Mastanduno 1988), one story emphasizes a liberalizing China that has taken world
markets and economic institutions by storm, and indeed allows markets to constitute
a primary actor. The second story centers on the Chinese state as the central actor,
and tells of its attempt to control the globalization process and achieve empowerment
through it.

Both stories are crucial for understanding China’s highly successful and yet, in cru-
cial respects, deeply ambivalent integration into the global economy. Moreover, both
trends of market-based globalization and statist control are deepening; neither the lib-
eral nor the statist/realist vision has triumphed. Ultimately, the Chinese party-state
remains in the driver’s seat mediating liberalizing and statist trends, and indeed
appears comfortable with the sometimes uneasy coexistence of the two visions.

This chapter lays the foundations for understanding China’s foreign economic
policy, focusing on the key measures of globalization, the state’s ideological and pol-
icy objectives, and the influence of unique Chinese policy processes. It proceeds to
describe the most consequential policies. The chapter further discusses China’s grow-
ing and largely cooperative participation in international and regional economic insti-
tutions. It concludes by returning to IR theory to suggest that neither liberal nor realist
approaches can be discarded in the study of China, although ultimately the liberalism
inherent in China’s globalization serves a statist approach.
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9.1. THE BAasic ELEMENTS OF CHINA’S
FOREIGN ECONOMIC INTEGRATION

While the narrative of China’s rapid and deep integration into the global economy has
been told many times, it is nevertheless a stunning tale (Branstetter and Lardy 2008;
Lardy 2002; Naughton 2007). China’s integration over the past thirty-five years has
been characterized by breathtaking speed, broad scope, and extensive influence, both
on China and on the rest of the world. Although it would be impossible in this chapter
to describe the full impact of integration, it is instructive to highlight some of the most
prominent elements. From the early 1500s to the early 1800s the Chinese economy was
the largest in the world, despite the strong limits that the dynastic state imposed on
foreign economic interactions. Internal and external struggles knocked China off its
trajectory in the early part of the nineteenth century, a decline that continued through
the Maoist era (Maddison 2001). When Deng Xiaoping initiated the “reform and open-
ing” program (gaige kaifang) of domestic and foreign economic policy reforms in 1978,
two years after Mao Zedong’s death, the PRC economy was largely autarkic. From the
1949 Revolution until the modest re-engagement with the West of the early 1970s, for-
eign trade—never at more than 10 percent of GDP (Naughton 2007, 377-78)—was min-
imal and geographically limited (mainly to the Soviet bloc in the 1950s). Both inward
foreign direct investment (FDI) and outward FDI were nonexistent. Chinese partic-
ipation in international financial and capital markets, despite links to the capitalist
financial center of colonial Hong Kong, also was absent. China was not a significant
economic player in the Asian region, in terms of flows of goods and services, or in
regional economic organizations, although in general these were weak. With regard to
global governmental organizations, the PRC was absent from the table at the General
Agreement on Tariffs and Trade, the International Monetary Fund, and the World
Bank.

But by 2012, this picture had completely altered. The change was steady and incre-
mental, integrating different realms of economic behavior (trade, inward investment,
participation in global financial markets, outward investment) in a rather chaotic—
stepwise yet unplanned—progression. In summary, reform and opening of the market
radically altered the sheer size of the Chinese economy. In 2010 China surpassed Japan
to become the second largest economy in the world, after the United States (exclud-
ing the European Union as a single economic bloc). The PRC had also become the sec-
ond largest trading nation after the United States, and the world’s largest exporter and
manufacturer (World Bank 2012). The ratio of trade to GDP skyrocketed to 64 percent
in 2005, much higher than the norms of approximately 30 percent for other continental
economies (Naughton 2007, 377).

Along with the increase in trade came China’s integration into cross-border pro-
duction networks involving especially Asia’s newly industrialized areas such as Hong
Kong, Taiwan, and Korea. In the early reform years, the reform policies successfully
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mobilized China’s main comparative advantage—an abundance of low-cost and rela-
tively skilled labor. This comparative advantage in labor was combined with foreign
technology, to China’s remarkable advantage. Although China still serves largely
as an assembly location, and labor remains an important advantage, this, too, began
to change by 2000; Chinese production for export had moved up the value chain,
from agricultural and simple manufactured products such as textiles and toys, to
higher-technology machinery and equipment, such as electronics and automobile
parts. Moreover, not content in the least to remain at the low end of the value chain,
the PRC government has redoubled its efforts to be sure that participation in the
China market is contingent upon the upgrading of its technological capacity. In fact,
the acquisition of foreign “advanced” technology was from the beginning central to
China’s motivation for opening to the outside world, and remains a central motivation
today (Cao, Suttmeier, and Simon 2009).

The attractiveness of the Chinese labor market for low-cost production brought in
foreign capital, first from Hong Kong, and later from the West, Taiwan, and elsewhere
in Asia.! By the mid-1990s the PRC was the top recipient of FDI in the world, monop-
olizing the flow of foreign capital that otherwise might have gone to other develop-
ing countries. Major multinationals, embroiled in a competition not to be left out of
China, believed they had to invest early to gain government favoritism and access to
the domestic market.

China’s integration in the global economy had begun by the mid-1990s to move
beyond the realms of manufacturing trade and direct investment. Attainment of mem-
bership in the World Trade Organization (WTO) in 2001 required China to open its
economy to foreign participation in the small but growing domestic financial services
sector. This included, for example, foreign investment in China’s fledgling stock mar-
kets and in commercial banking and insurance sectors, though access was not achieved
at arate satisfactory to most foreign firms (Green 2003).

Until the turn of the century, the direction of China’s growing international eco-
nomic integration was primarily outside-in. But particularly as export earnings
led to the growth of tremendous state-held foreign exchange reserves, and as many
large Chinese state-owned enterprises amassed great wealth, the resources available
for China to turn outward exploded. A sovereign debt fund, the China Investment
Corporation (CIC, formed in 2007) became a major conduit through which the
Chinese government converts its foreign exchange holdings to purchases, including
of US government debt. China now rivals Japan as the largest foreign purchaser of
US government debt, although their holdings remain far less than the amount of US
debt held by US government and private sources. CIC also has invested state foreign
currency reserves in private overseas vehicles, such as private equity firms and hedge
funds. Thus, while private Chinese firms have retained a rather negligible profile in
international capital markets, the Chinese government and SOEs have made an exten-
sive foray into high-stakes international capital markets.

A greatly remarked-upon aspect of China’s “going out” policy has been its out-
ward foreign direct investment (OFDI), marked by Chinese firms purchasing assets
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and operating abroad. By a significant measure the absolute quantity of OFDI is quite
low. From 2000 to 2007, in the first years of the OFDI takeoff, Chinese direct invest-
ment outflows totaled less than 1 percent annually of total global outflows, and only
about 20 percent of its inward FDI (Rosen and Hanemann 2009, 6). Regardless of the
global weight of Chinese OFDI, however, it represents a new level of global economic
integration for China. The Chinese state has been heavily involved by drafting plans
and guidelines to direct investment, requiring permissions to avoid excessive dupli-
cation of investment, and specifying preferred targets (Southeast Asia, Saudi Arabia,
South Africa, Russia, Canada, and Australia) and industries (Heilmann and Schmidt,
forthcoming, 69). While Chinese firms naturally are interested in uncovering new
sources of growth and reaping a share of profits historically realized by multinational
corporations (MNCs) investing abroad, the impact of China’s investment in develop-
ing countries—especially in Africa—and its concentration in resource extraction has
created much debate over whether such investment promotes development abroad or
constitutes Chinese neoimperialism. In reality, the picture appears mixed, as Chinese
firms combine political and market logics in their overseas investment strategies.
While such firms often benefit from Beijing’s explicit incentives to invest abroad, the
choice of location appears to be driven less by geopolitical competition with the United
States than by commercial factors and market opportunities (Gonzalez-Vicente 2012;
Hanemann and Rosen 2012). Commercial and resource factors also have meant that
Chinese investment in the Asian subregion has been uneven. As of 2012 Australia was
the biggest recipient of Chinese OFDI.? Other large projects were located in Central
Asia, most related to resource extraction (Gonzalez-Vicente 2012). In contrast, Chinese
OFDI totals in Southeast Asia and India, reflecting investments mainly intended to
facilitate trade, were significantly lower. However, Chinese investment in manufac-
turing in these two regions can be expected to increase as labor and production costs
inside Chinarise.

There is a pronounced regional dimension to China’s international economic inte-
gration, particularly at the level of market transactions. PRC firms—both state-owned
enterprises (SOEs) and non-state-owned—have been vertically integrated into net-
works built by regional and multinational firms, that is, they participate in cross-border
value chains. By 2012, China had become the center of Asia’s supply chain (IMF 2012).
As noted, this integration has been especially, but not exclusively, important for
China’s export industries. But it also has been important for other Asian economies, as
China in many years has run a trade deficit with other Asian nations, especially Japan
and Korea, upon which it relies for the intermediate goods to process for re-export
(Branstetter and Lardy 2008, 669). Overall, while China’s economic performance is
central to that of the Asian region, it is important to note that this manufacturing inte-
gration is much more pronounced for China’s role in East and, increasingly (given the
labor cost trends noted previously), for Southeast Asia, and much less significant as
regards India and Central Asia.

Regionalization has been supported by the PRC government’s eagerness to conclude
bilateral free trade agreements as well as the ASEAN free trade agreement with China,
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Japan, and Korea (ASEAN+3). Yetin an important sense the flag has followed trade and
not vice versa. China’s integration has also proceeded at the level of the international
and regional organization. From its starting position as a nonparticipant, Beijing is
now an active presence in numerous institutions spread across Asia (APEC, ASEAN+3,
Asian Development Bank, etc.) and around the world (Inter-American Development
Bank, Bretton Woods organizations, G2o, etc.).

Although this analysis emphasizes the role of explicit state policy in fostering
the changes in Chinese overseas economic integration described above, it is worth
noting two conditions that are often overlooked. First, though difficult to quantify,
China’s economic integration has been largely transacted through market-based
mechanisms. For example, China’s integration into global value chains has genu-
inely been market-led. While it is natural to ask whether Chinese state policy affects
the level of the playing field (and indeed many argue that it does), in a fundamental
sense China’s global integration has been primarily market-mediated. Second, Deng
Xiaoping and other government reform leaders who designed China’s opening to the
outside world were able to take advantage of a propitious set of global conditions.
The reorientation of China’s economy coincided with an era of relatively open trade
and investment flows, such that Chinese goods faced few export barriers, and invest-
ments and technology could flow in relatively freely. The mobilization of China’s
comparative advantage, its relatively low-cost and skilled labor, occurred at a time
when China could realize payoffs in international markets; it faced seemingly insa-
tiable demand for the goods it produced at lower cost than those with whom it would
compete—such as Mexico and Taiwan. Loose credit in the OECD countries, and
transportation and logistical advances (and even the advent of global retail giants
such as Walmart) further propped up demand for Chinese goods as they ascended
the value chain. The geographic luck of the mainland’s location near flows of capital
from overseas Chinese in Hong Kong and Taiwan is also notable. In short, Chinese
domestic conditions and global economic conditions were right for a capable PRC
leadership to act.

9.2. CHINA’S FOREIGN EcoNoMIC PoLicYy
OBJECTIVES: GLOBALIZATION AND
STATE STRENGTH

China’s foreign economic policy has been driven as much by the leadership’s pragmatic
appraisal of conditions as by ideology. Yet understanding the party-state ideological
line helps to draw the broad arc of policies that at close range looks highly chaotic. This
section outlines the core set of policy objectives, seen as the two competing threads that
have dominated over the past three decades: market-based liberalization and control
by the party-state.
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9.2.1. Globalization as a Tool of Economic Modernization

China’s reform minded-leaders in the late 1970s adopted an instrumental view that pre-
ferred greater integration into the global economy. Integration would be useful insofar
asitserved China’s economic modernization: beyond that, it should be limited. Indeed,
the original Dengist vision was to only adopt what was useful from the outside. Seeing
in retrospect how far China’s integration has proceeded, the limits on the early global-
izing vision are jarring. Nevertheless, even a modest opening required ideological jus-
tification in Party dogma. In addition to the claim that post-Mao China’s major need
was not class struggle but economic modernization, reformers argued that to achieve
modernization, the Party was justified in drawing on Western economic concepts of
comparative advantage and the international division of labor (Pearson 1991a). Such
justification released China from worries of exploitation associated with relying on
inexpensive labor. Moreover, the reformers knew that the international market could
provide what was needed most for modernization: foreign technology.

The view that China needed cooperation with the international community, and
particularly the West, to achieve the preeminent goal of modernization was summed
up in Deng Xiaoping’s overall foreign policy line advocating “peace and development,”
meaning that China needed peace, specifically cooperation with the United States, and
especially in the Asian region, if it were to achieve development. The commitment to
integration would come to be seen nowhere as much as in its effort to join the WTO,
which ended successfully in 2001 after thirteen years of negotiation and significant PRC
concessions. Although leading up to and following the global financial crisis of 2008
Chinese academics have sometimes challenged Deng’s position of peace and develop-
ment, it has remained dominant. And to good effect: China has been one of the greatest
beneficiaries of a liberal trade order in the post-World War IT era (Ikenberry 2011).

9.2.2. The Need for Party-State Control of Globalization

Not surprisingly, China’s globalizing foreign economic policies from the start had
the objective of serving China’s needs as determined by the party-state. At the same
time, though, there were concurrent worries that integration would lead to exploita-
tion of China by international capital and, even more, by dominant states in the world
order. In other words, although the choice to integrate with the global economy may
appear inevitable, rational, and obvious to outsiders, especially in retrospect, concerns
abound. Deng’s reassurance that China’s status as a socialist power was secure was
meant in part to address worries regarding domination. Maoist rhetoric about cultural
contamination from capitalism was not easily erased. Perhaps even more potent was
the active concern based on China’s “century of humiliation” and subjugation to impe-
rialism, and the conclusion that, but for past foreign oppression, China would have
obtained its rightful place in the world order. In the security realm these fears trans-
lated into the idea that the ultimate goal of the United States was to contain China. In
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foreign economic policy, the fear was of cultural contagion, and that the normal work-
ings of the capitalist world economy would function to keep China poor if no protec-
tive steps were taken. In practice, this meant that where China opened its economy,
such as in the Special Economic Zones (SEZs) along the coast, screens must be put up to
keep out the “spiritual pollution” such as prostitution that attended capitalism. China
would avoid financial dependence on foreign institutions, particularly IMF debt. And
China’s state would need to write laws and regulations guaranteeing the country fair
treatment by investors.

The obverse of concerns about foreign economic integration weakening China has
been growing discussion from the late 1990s that such integration can be a tool for
strengthening the Chinese state and nation. In other words, to the extent that integra-
tion can help China become modern itis also a tool for building comprehensive national
power, which by its nature must include economic strength. The clearest sign of this
objective was the push by Premier Zhu Rongji to build state-owned national champions
that could compete with dominant multinational corporations in a given sector.

9.3. CHANGE IN CHINA’S FOREIGN
EcoNnoMIic PoLICY INSTITUTIONS AND
PROCESSES

China’s integration into the global economy is often noted to have precipitated a flurry
of formal laws and policies, which themselves have been melded with extant processes
of state planning and policymaking. Yet China’s path to becoming a global economic
powerhouse also was heavily influenced by distinct Chinese governing processes,
many of them informal. These processes generally existed in prereform China, but
have remained highly relevant to the post-Mao foreign economic reforms (Naughton
2007; Zweig 2010). This section addresses several of the most notable institutional and
policy characteristics: the absence of an initial blueprint; flexibility and experimenta-
tion; gradualism; and policy reactiveness. The first of these characteristics is simple.
Deng Xiaoping and the reformers had a number of ideas regarding the direction in
which they wanted to move the economy, and how, but provided no comprehensive
blueprint. This point has often been noted (e.g., Garnaut 2004) but remains astounding
given how effective the reforms have been. Deng and his reformers drew on piecemeal
models, such as the Export Processing Zones elsewhere in Asia, but no grand interna-
tional model for rapid growth of a continental economy yet existed—no model, that is,
except for Stalinism, which they had rejected.

The absence of a blueprint may have been a virtue, for it allowed the full use of the
second characteristic: flexibility and experimentation (Heilmann 2008; Zhu 2012).
From the start of the open policy, leaders stressed that the reform process would be
experimental, and experiments would be judged based on what worked in practice.
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This led to the famous dictum, “Who cares whether the cat is black or white, as long
as it catches mice.” The first major step of the open policy was the establishment of
the SEZs to create links to the Asian region, yet also be sequestered from the rest of
the economy until the influence and benefits of incoming foreign investment could be
gauged. Only after the zones were deemed successful—a political judgment as much as
an economic one—was the scope of foreign investment expanded to important coastal
cities. Experimentation also was reflected in a process whereby laws on a given issue
were written only after experiments had been tried and deemed successful.

Absence of a blueprint and policy flexibility were the key hallmarks of the third
characteristic, gradualism. Gradualism is usually contrasted with the later shock
therapy strategy of reform, which advocated rapid and simultaneous market transi-
tion and privatization (Adams and Brock 1994). In China, gradualism was a political
response by reform leaders both to bring about economic growth and to consolidate
political power. Particularly during the 1980s struggle for consolidation of power by
the reform leadership, partial reforms could be used to create loyalty among groups
who would benefit (such as farmers), but avoid antagonizing interests (such as those
of SOE workers) that might derail the reform leadership. Once the reformers obtained
benefits from early low-hanging fruit, they could buy time for further and potentially
more controversial later reforms. This strategy clearly operated in the foreign economic
sector: permitting FDI in small collective enterprises on the coast produced payofts in
employment, foreign currency, and technology—payoffs used to build support before
confronting major SOEs with foreign competition (Breslin 2009).

Finally, Chinese foreign economic policy processes have been reasonably responsive
to world events. This is particularly true of events that highlighted Chinese vulnerability
to global economic and political forces, which in turn have sharpened attention to the
views of those most wary of Western attempts to contain China’s rise. Several watershed
moments can be identified. Chinese leaders were shocked, following the Tiananmen
crackdown of 1989, by the diplomatic isolation and even more long-standing sanctions
preventing the export of advanced technology by Western nations to the PRC. After a
decade of focus on nonstate enterprises as the cornerstone of development, including
promotion of township and village enterprises that sat at the heart of the export sec-
tor, the Tiananmen reaction resulted in a resurgent technocratic response that would
play out in the national champions strategy (Huang 2008). The Asian Financial Crisis of
1997-98 elicited a similar reaction. Although the PRC economy itself was spared from
the crisis, China’s leaders shared other Asian nations” disappointment over the lack of
a favorable Western response, and became more keenly aware of the vulnerability to
global economic fluctuations driven by wealthy Western countries. Disappointment led
China to explore regional financial alternatives to the dominant IMF-led system, even-
tually resulting in the Chiang Mai Initiative (Grimes 2008). Throughout the 1990s, the
very difficult negotiations over PRC membership in the General Agreement on Tariffs
and Trade and, subsequently, the WTO, also left the imprint of a global economic system
that was not hospitable to China. Finally, the global financial crisis, as with the Asian
Financial Crisis, increased dissatisfaction with the global financial system; but coming
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at a time of great Chinese economic strength, the crisis served to increase Chinese con-
fidence that the dominant global financial system was subject to redesign, at least in part
by China. This reactivity—great sensitivity and attentiveness to the international eco-
nomic and geostrategic context and its impact on China’s modernization trajectory—
has been a major source of policy feedback and adjustment.

While China’s distinct policy characteristics have had a major impact on the evolu-
tion of China’s open policy, at the same time global economic integration has influ-
enced the formal institutions and processes of the party-state (Lampton 2001). Most
obviously, the dramatic success on international markets, and the lack of an alternative
model to market-based compliance if China is to become wealthy, led to the adoption
of hugely different norms and expectations about economic behavior.? Chinese firms,
and the state, for all intents and purposes have had to be rule-takers. More specifically,
operations of the Chinese state that affect foreign firms are subject to greater scrutiny
by those foreign firms and foreign press. A key example is the process for listing on for-
eign stock exchanges, which requires disclosure of information about the firm desiring
listing (Green 2003). While attention is often drawn to the less-than-perfect transpar-
ency in these situations, the magnitude of change from prior secrecy is substantial.
Similarly, membership in international economic organizations, notably the WTO
and IMF, has come with new expectations for information disclosure.

As a corollary, the system has become much more porous to nonstate actors, though
more so to influence from firms than from PRC civil society groups, as well as to local
governments that have strong interests in the foreign economic policy (Kennedy 2005).
Chinese entities pressuring the government still often have close ties to the state, either
because they are state firms managed by the Chinese state asset management system,
or due to a revolving door between firm and state for top staff. Nevertheless, the points
of access to outsiders, and even more the expectation that outsiders should have access,
is a significant change.

Exceptions to the view that China has been influenced by the outside world are well
known. The debate over whether China plays by the rules of the market in the WTO,
or on issues such as currency valuation, receives enormous attention, particularly in
the United States. While governments acting on behalf of their country’s firms may
legitimately question whether trade partners are perfect market actors, or whether
state interventions are WTO compatible, it is incontrovertible that, compared to PRC
behavior prior to 1978, Chinese norms, rules, and practices have changed enormously.

9.4. THE EvoLUTION OF CHINA’S FOREIGN
EcoNnomic POLICIES

The previous sections have set the context—key results, objectives, and policy pro-
cesses—for understanding China’s foreign economic policies in the reform era. What,
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then, have those policies been?* Drawing from the previous discussion, and following
the two story lines of liberalization and statism, this section provides some generaliza-
tions about broad policy directions.

9.4.1. Key Liberalizing Policies: A Brief Description

In the 1980s and 1990s, the overall direction of Chinese policies on trade and inward FDI
was for liberalization. Yet the policy story was not wholly straightforward; gradualism and
the domestic politics of trade meant that the steps toward liberalization came in fits and
starts and often existed in tandem with new restrictions. For example, while overall tarift
levels fell in the 1980s, the government raised tarifts on some commodities (Branstetter
and Lardy 2008, 634—44). Nontariff tools such as licenses and import quotas came to be
used frequently, and a separate system protected Chinese firms not producing for export.
In contrast, governments gave special exemptions freely. For example, export-oriented
firms tied to regional production networks were permitted to import parts for processing
and re-export duty free. Much of this complexity can be explained by the strategy used by
reformers to secure political support as described previously. Moreover, big state-sector
firms were largely protected from international competition, whereas the export sector,
dominated by small and medium enterprises, was greatly liberalized (Breslin 2009).

The desire to enter WTO, however, led throughout the 1990s to a great liberalizing
of the trade and investment policy regimes, and a seemingly greater commitment—at
least on the part of the top leadership—to global integration. As a result, Chinese export
firms responded with tremendous growth. With regard to FDI, while investment began
to flow into low-technology projects from Asian partners (especially in Hong Kong and
Taiwan), reformers knew that to attract Western firms with advanced technology the
government had to use inducements. In the area of foreign exchange convertibility, for
example, while in the 1980s the government refused to allow firms earning renminbi to
convert it to foreign currency for repatriation, it came to understand that multination-
als were withholding investment; thus, eventually the government substantially relaxed
currency exchange controls as they affected repatriation (Pearson 1991b).

While the 1980s were characterized by this push-pull dynamic in the trade and
investment sectors, policy reached a dramatic turning point with Deng Xiaoping’s
“Southern Tour” (nanxun) in 1992-93. Whereas the negative Western reaction to
Tiananmen had emboldened conservatives who wished to slow the pace of reform and
opening to the outside world, Deng took a decisive step to solidify the policies, legiti-
mate even greater experimentation based on past success, and move the reforms for-
ward. With this turning point, changes in the open policy occurred rapidly. The impact
of the renewed commitment appeared in stark terms: exports increased by 6o percent
in the two years after 1993, and inward FDI in that year amounted to more than the pre-
vious fourteen years combined (Breslin 2009, 86).°

China’s formal accession to the WTO in 2001 marked another major liberaliz-
ing watershed. In the years leading up to accession, extensive reforms cut tariff and
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trade-related nontariff barriers, and led to formal rule-making. In addition to formal-
izing many of these liberalizing moves, the accession agreement itself promised on
varying schedules to open Chinese sectors (agricultural, industrial, and service) that
were previously closed to foreign competition. The agreement also committed China
to adhere to protection of intellectual property related to trade. It is widely argued
both inside and outside China that the commitments made by China were deeper than
those required of any other developing country. Moreover, it is generally agreed that by
opening China wide to foreign competition the Jiang Zemin-Zhu Rongji government
was attempting to foster deep reforms in domestic, primarily state-owned, firms that
had resisted change (Wang Yong 2007). As noted previously, the decade of the 2000s
marked not just the aftermath of WTO accession but also the turn outward by Chinese
firms. In 2000, the Chinese government formally announced its “Go Global” policy,
significantly easing administrative hurdles for OFDI.

9.4.2. Policies to Strengthen State Control of
Foreign Economic Interactions

Parallel to opening and liberalization, there was also the advent of policies designed to
strengthen the state and enhance PRC national power. In other words, a retreat of the
state in realms such as trade has been accompanied by the restrengthening of the state
to enhance other goals. Policies reflect a sharpened sense of where state capacity should
be improved and where the state should remain in control.

In1997, the CCP introduced a major policy initiative that influenced the nature of state
intervention in the economy under the slogan “grasp the large and release the small”
(zhuada fangxiao). Along with WTO entry, the policy was a key tenet of Zhu Rongji’s
effort to restructure the industrial economy that had far-reaching consequences. Small
and medium-size enterprises were freed for privatization, or prior de facto privatiza-
tion recognized, and along with new entrants they formed the basis of China’s private
economy.® These firms, essentially freed to act according to market signals, have domi-
nated the export sector. The policy’s targeted impact on state-owned enterprises was
just as dramatic. The government would consolidate control, through the formation of
large enterprise groups, of large state-owned enterprises in strategic industries such as
telecommunications, banking, and electric power. There also were efforts to increase
state capacity to manage the performance of the newly reorganized firms through two
novel superministries tasked with guiding state interests in the economy, and to create
globally competitive national champions. Active reorganization of key industries also
occurred, insofar as the state picked three to five winners in each sector and took steps
to assure their market success (Naughton 2007, 301; Pearson 2005). In short, the aim of
restructuring was not to reduce state control but to make it more effective.

In addition to bolstering state actors, such policies also serve to reinforce state con-
trol over China’s integration into the global economy. In some areas, the PRC gov-
ernment has moved more slowly than many anticipated, whereas with other policies
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the state has consolidated its control. Perhaps the best examples of the former cate-
gory—slow-moving reform—are the maintenance of a closed capital account and the
undervaluation and nonconvertibility of the renminbi. The PRC government has long
expressed commitment to the desirability of eventually opening the capital account
and making the currency convertible. The Asian Financial Crisis and, even more, the
global financial crisis of 2008, increased PRC caution on the capital account; yet con-
trols on both inflows and outflows of capital have been relaxed. With regard to currency,
the Chinese government continues to intervene heavily through massive purchases on
foreign exchange markets. Nevertheless, several steps such as cross-border trade settle-
ment using the renminbi, including with major trading partners such as Brazil, and the
issuance of renminbi-denominated bonds in Hong Kong and by foreigners in main-
land China, have allowed PRC further to explore currency internationalization. These
have been early steps in the process of currency convertibility. Following its hallmark
gradualism, the government has taken small steps, and often quietly, even while the
direction of change seems clear (Prasad and Ye 2012).

Beijing has consolidated controls in some areas, confounding the hopes of
post-WTO liberalization. We see this trend, for example, in relation to foreign
investment in strategic SOEs in the Chinese domestic market. In the energy sector
such as domestic oil and electricity production, foreign investment remains highly
restricted, and its permission relies heavily on provision of specific and advanced
technologies—such as for shale gas recovery—by the foreign firm. The Chinese gov-
ernment is planning for and has poured enormous amounts of funding into projects
aimed at developing and applying advanced technology, notably the sixteen mega-
projects, including those for nuclear energy, numeric-controlled machinery, and
manned spacecraft and lunar probes. Some of these projects anticipate using foreign
technology, but in others the drive for indigenous innovation is particularly strong.
Once again, embedded in this set of policies is the idea that global firms that control
advanced technology will be the most competitive (Cao, Suttmeier, and Simon 2009).
These visions compete with the parallel goal of providing employment opportunities
and a modestly well-oft standard of living for China’s huge population, and suggest
that the need for superior management of the economy by the Chinese government
will not abate any time soon.

9.5. CHINA’S INTERACTION WITH REGIONAL
AND GLOBAL INSTITUTIONS: EMPOWERING
AND CONSTRAINING

China’s interactions with regional and international-level organizations (IOs) have
thickened over the reform era (Johnston 2003; Kent 2007; Medeiros 2009; Ross and
Zhu 2008) (see also trends in Asian regionalism including China in Part IIIB of this
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volume). Have these lively interactions constrained China’s behavior or empowered
the Chinese state? The answer, unsurprisingly, is both.

China has been empowered by its global economic integration, insofar as this inte-
gration has been a major driver in China’s growth and, by extension, perceptions
of its national power. Whether China’s interactions with IOs have themselves been
empowering, or China’s growing strength is itself the key source of empowerment,
is difficult to parse, though certainly the latter plays a major role. What is clear, how-
ever, is that as of the early 1970s the Maoist government came to believe that it would
gain more as a participant within the dominant system than outside of it: that it was
no longer served by a revolutionary agenda in international affairs (Johnston 2003;
Kim 1999). While understanding that China inevitably would need to adapt to IOs,
leaders have seen IO membership as important for legitimizing the CCP and for reas-
suring other global actors. For example, the establishment of the ASEAN+3 mech-
anism helped to reassure China’s Asian neighbors regarding Chinese cooperative
intentions. The search for legitimacy was a substantial driving force behind China’s
long quest to join the WTO, and to do so on concessionary terms. As a result of WTO
accession Chinese exports surged and the economy entered a period of great wealth
creation.’

At the same time as the reform government committed itself to integration into
regional and global regimes, it remained aware of—and subject to—the constraints
and expectations that membership brings. The 1997 and 2008 financial crises, as
noted, have conveyed troubling realizations of the vulnerability that regime mem-
bership brings to China. China’s WTO membership has also made constraints very
clear. For example, the PRC was required to adjust sovereign administrative and legal
processes, including the writing of numerous new laws (e.g., the 2004 Foreign Trade
law), the creation of regulatory organizations and a new Ministry of Commerce, and
extensive requirements for transparency (Breslin 2009, 98). Membership in the global
economic regime also has opened the PRC to pressures from international governmen-
tal and nongovernmental organizations to, for example, comply with global product
standards and improve labor conditions and product safety (Yang 2004; Santoro 2009).
Increased global economic participation, and dependency on China’s international
interactions has also constrained Chinese diplomatic options. Nowhere is this clearer
than in Southeast Asia, where the need for reassurance that China is not trying to dom-
inate the region has limited interactions mainly to win-win relations in diplomacy.
Indeed, Beijing has not wrested the best terms for itself out of its FTAs in the region
because of this pressure.

While Chinese leaders and analysts appear to have accepted the need for significant
adaptation to regional and global institutions (e.g., Ren 2009), there remains strong
wariness that other nations, particularly Western powers, hope IO membership will
enmesh China in a liberal order. Moreover, PRC analysts are not wrong to regard
enmeshment as a core goal of Western engagement of China. An explicit rationale for
making China one half of a G2 dyad was to align PRC interests with those of the United
States. Similarly, in the IMF, Western powers’ consideration of including the renminbi
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in the basket of Special Drawing Rights currency is explicitly intended to give China a
direct stake in—and responsibility for—global financial stability.

Despite empowerment for China resulting from IO membership, and reason for it to
feel suspicious of enmeshment, the PRC has not been emboldened to leverage any new-
found power. Rather, Beijing has tended to avoid risks and confrontation. However,
this may be changing in the wake of the 2008 Global Financial Crisis (Foot and Walter,
ch. 4). In the IMF, for example, even as Chinese dissatisfaction with its vote share grew
in the mid-2000s, and while China was critical outside of IMF and G2o meetings, it
was reasonably cautious in promoting its interests and couched its claims on behalf
of all developing countries. Rather than engaging in direct confrontation, Beijing has
more often hedged. It also joined myriad organizations, perhaps leading it to overreach
its capacity to act meaningfully in them, but certainly allowing a perch from which to
view proceedings. Beijing also has helped to create new institutions such as the Chiang
Mai Initiative and the ASEAN+3 that in the future could provide it with more options.
China’s reticence may change as the economy continues to grow; because Beijing per-
ceives itself as institutionally weak relative to its economic might, it will arguably gain
confidence in with the development of greater institutional capacity. Thus far, however,
China’s overall behavior in economic IOs can be characterized as cautious, reflecting a
continuing ambivalence about how best to assert its power and status without jeopar-
dizing the international cooperation that has been a major source of its economic rise.

9.6. THE UTILITY OF THEORETICAL
APPROACHES IN IR TO EXPLAIN THE
EvoLuTIiON OF CHINA’S FOREIGN
EcoNnomMmic PoLicy

A subtheme of this volume is to ascertain what theoretical approaches best explain the
evolution of a country’s policy behavior. In the case of China’s foreign economic policy,
and limiting the question to include liberal versus realist approaches (as discussed in
chapters by Mastanduno and Haggard in this volume), the answer is, as before, that
both approaches are applicable.

Much of China’s behavior exhibits an adherence by China’s most influential reform
leaders to liberal beliefs in the market and the ability of the international system to
foster cooperation beneficial to China. The much deeper than expected opening of
China’s trade and inward FDI regime in the 1980s and 1990s was the first marker of
this liberal-leaning change. Government reform leaders’ unrelenting quest to accede
to the WTO in 2001 was in a significant sense the capstone indicator of China’s com-
mitment to break from past practices of managed economic interactions. Rather than
undermine the liberal order, China’s accession signified its recognition of how much
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the country could benefit from it, and its wish to keep it open as China grew in eco-
nomic power. The trend toward liberal integration continues apace as the quantity of
China’s market-based economic transactions increases, and with it the domestic inter-
ests of firms and regions benefiting from globalization. Globalization also has under-
mined some sacred cows of the Maoist era. For example, the desire to be self-sufficient
in grains to preserve the nation’s food security and protect farmers has been replaced
by recognition that China does not possess a comparative advantage in grain. This has
led to a policy, as would be expected in a market-oriented society, to promote imports
based on market factors while ameliorating the costs to those harmed.

Yet at the same time, although the process of China’s growing participation in a lib-
eral order has been substantial, it is also clear that the state remains a crucial actor—
indeed, the central actor. Most notably, state ownership has been consolidated and
extensive efforts undertaken to improve its quality. The state remains a crucial actor
in all major economies: as director, actor, and owner. Yet in China the commitment to
the political economy of statism—state ownership, state control, and state benefits—
appears deeper compared to other leading economies, and also appears to be growing
stronger and more confident.

The assertion here, then, is that both trends—toward liberal integration and stat-
ism—are deepening. We can reconcile these two seemingly contradictory trajectories
in two ways. First, as noted, Chinese policy since the 1990s has segmented the econ-
omy into sectors that it should relinquish and those that it should grasp with respect to
the market. Much of the liberalizing activity has occurred in those small and medium
private enterprises that have been cast off to the market, including most of the export
sector. Economic officials recognize that even large state firms to some degree should
be disciplined by the market if they are to become internationally competitive. The
other segment, that which must be “grasped,” consists of strategic industries viewed
as crucial to national interests, usually for military or economic security or because
they are related to the Party’s propaganda function, for example, information technol-
ogy. Much of the state reorganization of the late 1990s and early 2000s was conducted
in order to enhance the government’s managerial and supervisory capacity over these
industries. These industries have also received state support in the quest to make them
national champions.

Second, the coexistence of liberal and realist approaches reflects a genuine ambigu-
ity among Chinese officials and citizens about China’s place in the world economy, the
feared consequences of moving away from a relatively stable world order, and the threats
posed by integration. This ambiguity is perhaps related to an insecurity based on the
unforeseen rapidity of China’s ascent and the vertigo its rise must have caused. There is
undoubtedly a tactical dimension as well: as leaders continue to reiterate the relevance
ofthe “peace and development” line, they are suggesting that China needs more time for
its economic development to progress under the stability provided by an Asian US secu-
rity umbrella. The hesitation to establish a liberal order at the level of state ideology is
also a manifestation of the institutionalized memory of pre-Communist China’s exploi-
tation at the hands of the West and Japan—a memory kept alive in Party narrative and
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in textbooks. It is not merely historical memory, however, but also a deep realist per-
spective of the world that fosters Chinese concerns about its ultimate place in a liberal
order. Chinese analyses of the country’s economic growth tend to conflate economic
strength with international status and give rise to questions of power.® Analyses of the
dominant liberal order almost universally discuss the ways in which this order benefits
US power, and since (in realist terms, to which Chinese analyses of power adhere) power
is zero-sum, an order that benefits US power can only hurt Chinese power. For example,
efforts by the United States to build a Trans-Pacific Partnership (a multilateral free trade
area) in the Asia-Pacific are interpreted in China as threatening to China’s status and,
indeed, an explicit attempt by the United States to constrain China in the region.

At the same time, however, the Party is clearly not ready for a real or extensive transi-
tion to a different order from the dominant liberal order; even though some academics
and officials discuss such an alternative, there has been no substantial ideological break
from that order. Despite criticism of a unipolar economic order under US leadership,
official ideology has permitted no serious imagining of what a multipolar order would
truly look like, much less an economic order dominated by China. Instead, state efforts
are primarily directed at making instrumental use of the liberal order. At the level of the
region, China positions itself somewhere between encouraging others who might envi-
sion a regional order that China itself dominates and those who prefer continued US
domination.

Chinese ambivalence manifests itself in a reluctance to take on outright leadership
in regional or international economic organizations but, instead, to focus on practical,
win-win initiatives that may provide a hedge for China. They build up China’s future
options to counter US power, particularly in the Asian region, but do not make a deci-
sive break with the current liberal order.

9.7. SUMMING UpP: THE STATUS QUO AND
TRENDS FOR THE FUTURE

There is ample reason to believe the fundamental tension between China as a commit-
ted economic liberalizer and China as a committed statist will continue despite politi-
cal transition to a new ruling administration in 2012. The Communist regime is too
invested in both directions. Even if the economic leadership is successful at reducing
Chinese dependence on the export market in favor of domestic consumption, exports
will remain a potent source of economic dynamism and employment in the foreseeable
future. Perhaps even more important, international sources and markets will remain
crucial to China’s acquisition of advanced technology, despite efforts to promote indig-
enous innovation; and international destinations will remain prime crucial targets for
Chinese investments. China, then, has no viable alternative to participation in the lib-
eral economic order.
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At the same time, the PRC government is not ideologically predisposed to ignore the
concern that by acceding to the dominant order it will lose power and autonomy. This
realist impulse makes the leadership ambivalent about the possibility of true interna-
tional cooperation with other global powers and wary of vulnerability in the Chinese
economy, as it experienced with the Tiananmen sanctions. The remaining hope is that
by gaining power within the dominant system, that order will allow China to main-
tain autonomy. As a result, China has joined the economic institutions of the new
order and invested in new institutions, especially in the Asian region; it has begun to
internationalize the renminbi, build regional bond markets, and create non-US-based
organizations.

Finally, China’s foreign economic policymaking occurs against the backdrop of
urgent economic issues at home, including generating domestic sources of consump-
tion and economic security nets, assuring employment, and dealing with environmen-
tal degradation. Buying breathing room to address these problems will require peace
in the region and the absence of conflict with the United States. In this light, to hedge
and be cautious about taking on new international obligations seems quite rational.

NOTES

1. Some analysts have estimated that 30-50 percent of reported FDI consists of invest-
ment by overseas offices of PRC firms using foreign status to obtain the better treatment
accorded foreign investors (Xiao, 2004).

2. Infact, Chinese government dataon OFDlisnotfullytransparent (Rosenand Hanneman,
20009).

3. There is a debate about whether there is a “China Model” (advocating an expansive state
role) that offers an alternative to a so-called “Washington Consensus” (limited state role)
aboutthe relationship between state and market in developing economies (Pan, 2009. For
a critique, see Huang, 2011 and Pang, 2009).

4. A summary of the most consequential policies is Branstetter and Lardy (2008).

5. Although the export sector grew rapidly throughout the reform era, we cannot say that
China’s overall growth was “export-driven.” Rather, the major source of growth has been
domestic capital investment and consumption (Branstetter and Lardy 647-8).

6. The1998-2004 period saw the sell-off of state assets, often at low prices, and often to offi-
cials and firm managers.

7. However, many of the global and domestic economic conditions that would increase
exports would still have been present without WTO membership.

8. Indeed, analysis within China of the country’s role in the global economy seldom strays
far from realism-dominated views of the international system.
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THE FOREIGN ECONOMIC POLICY
OF A RISING INDIA
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AMRITA NARLIKAR

THE Indian economy has undergone a dramatic transformation: as a leading emerging
market, the rising India of today looks very different from the India that was derided
for decades for its “Hindu rate of growth.” In good measure, this transformation is the
result of India’s turn to more open economic policies, particularly via trade liberaliza-
tion, which in turn allowed it to exploit the benefits of globalization.

India’s market opening thus presented a major turning point in its history. But pun-
dits have perhaps gone several steps too far in assuming what this transformation really
means. Some have hailed it as India’s full embrace of the liberal norms espoused by the
West, and evidence of a convergence of India’s interests with those of the established
powers (Mohan 2003). Critics have also pointed to signs of convergence and socializa-
tion, but have bemoaned this process as having deprived India of the critical policy
space that it had exploited successfully in the past (Chimni 2010). Supporters and crit-
icsalike, however, present a vision of increasing conformity of India’s behavior with the
established norms that underpin global economic governance. My chapter confronts
this conventional wisdom and offers an alternative interpretation of India’s foreign
economic relations.

In the first section of this chapter I highlight the achievements of the Indian eco-
nomic miracle, and also present a brief explanation for these developments. In section
10.2, I analyze the challenges that a rising India continues to face. These challenges
are serious enough to lead us to question the inevitability of the growth trajec-
tory assumed by the mainstream accounts, and by implication, the growing politi-
cal conformity with the existing global order that these accounts predict. In section
103, I investigate India’s foreign policy behavior across two different economic orga-
nizations. India’s interests in committing to a policy of deepening economic liberal-
ization are clear, but it is overly simplistic to translate such interests in analyses of
India’s foreign economic policy without an understanding of their cultural context.
Even in international institutions that have proven particularly conducive to Indian
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participation, Indian negotiators have not abandoned old ideologies and alliances
in return for improved voice (see Stubbs and Mustapha chapter more generally on
ideas). India has been described as a power “that can’t say yes” (Cohen 2001) with
good reason, and I argue that the explanations for this lie partly in its development
trajectory and partly in its negotiating culture. A suspicion of economic liberaliza-
tion, even though India’s growth miracle is founded on it, is pervasive across differ-
ent domestic institutions that have inputs in the making of India’s foreign economic
policy. Ministries, interest groups, and NGOs sing from this same hymn sheet, and
share a developmentalist orientation both domestically and internationally. As this
section illustrates, it is clear that India is unlikely to play ball if the main purpose of
the game is to convince it to provide existing public goods. In section 10.4, I inves-
tigate the extent to which India’s refusal to provide the global public goods that the
West demands of it is perhaps matched by a willingness to provide some alternative
public or club goods. I find that India’s foreign economic relations with other devel-
oping countries have been considerably less confrontational than those with the
established powers, and have been accompanied by a greater willingness of Indian
negotiators to take on the burden of providing certain club goods. Importantly,
India’s willingness to bear the costs of this selective leadership takes place within a
multilateral context rather than a regional one. However, [ also argue that as far as its
willingness to provide new and alternative global public goods goes, India’s foreign
economic policy is still very much a work in progress. The final and concluding sec-
tion summarizes the findings of this chapter, and flags its potential policy implica-
tions. I focus particularly on how the West may be able to secure greater commitment
and leadership from India.

10.1. IND1A’S ECONOMIC MIRACLE

India’s depressing growth rates from 1950 to 1980 averaged at about 3.5 percent
annually. Bhagwati and Panagariya compare India’s dire economic position in the
1970s and 1980s to the Soviet Union, “which exhibited high and increasing savings
and investment rates but whose growth rate kept falling...there was blood, sweat,
and tears, but no results” (2013, ix). In the Indian case, Bhagwati and Panagariya
attribute the poor economic performance to four key factors: (a) excessive and
“Kafkaesque” regulation of private investment and production; (b) an overextended,
inefficient, and loss-making public sector that nonetheless enjoyed monopolies; (c)
“obsessive self-sufficiency defined trade policy” with high levels of protectionism
for domestic manufacturing; and (d) restraints on foreign direct investment (FDI)
(2013, xii).

The international face of these domestic economic policies was borne out most
clearly in India’s approach to the General Agreement on Tariffs and Trade (GATT).
India was one of the twenty-three original signatories to the GATT, and had also
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participated actively in the Havana Charter negotiations. This activism, however,
should not be mistaken for buying into the norms that underpinned the postwar
international trade regime. Throughout the history of the GATT, India led the
charge of the developing countries in challenging the most fundamental principles
of the regime. In 1954 Sir Raghavan Pillai outlined in the GATT’s plenary meet-
ing the “special facilities which underdeveloped countries need in order to fulfil
their industrial development program.” Pillai highlights not just the specific mech-
anisms, but also offers an early and eloquent enunciation of the normative claim
underlying the specific demands: “Equality of treatment is equitable only among
equals. A weakling cannot carry the same load as a giant” (Pillai 1954). India par-
ticipated, and even led the Informal Group of Developing Countries in the GATT
to espouse the development concerns of the Third World. It was instrumental, along
with other developing countries, in the creation of the United Nations Conference
on Trade and Development (UNCTAD) in 1964, as an alternative forum to the
GATT and as an institution considerably more sympathetic to the cause of the
poorer countries. Here, in the 1970s, India participated actively in the call for the
radical New International Economic Order (NIEO), which presented an overt chal-
lenge to the existing international economic regimes on multiple fronts—including
trade, aid, and investment—by appealing to principles of distributive justice (UN
1974).

These economic policies may have won India some political clout as an upholder of
Third World solidarity and a leader of the “Non-Aligned Movement,” but they also gen-
erated high costs. Under Nehru the policy environment within India was—relatively
speaking—Iliberal, but even in the first decade when growth rates were slightly higher
than 4 percent, Indian politicians and negotiators blocked their country’s pathways to
growth due to their suspicion of international trade. Panagariya thus writes,

India’s single most important mistake was to ignore the critical importance of inter-
national trade for a poor, developing country. Rather than turn to outward-oriented
policies that exploited the export potential in labour intensive-products...India
pushed import substitution and deeper and deeper into a diverse set of goods
including machinery. Moreover, an ever-tightening licensing policy scuttled
domestic competition as well, and therefore the efficiency effects such competition
brings.

Combine Nehru’s emphasis on self-sufficiency within a domestic context where
Mahatma Gandhi had espoused the goal of Swadeshi and we find that independent
India bore not just indifference to international trade, but antipathy. The period 1965-
81 saw “socialism strike with a vengeance,” with annual growth rates plummeting to
3.2 percent (Panagariya 2008) and further stifling the Indian economy.

Some attempts were made to reform the regime in the 1980s, but it was the
balance-of-payments crisis of 1991 that allowed the government publicly and openly to
embrace a program of reform. Especially important parts of the reform package related
to industrial policy and trade policy. The central government’s controls on a range of
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industries were dismantled, the practice of industrial licensing reduced, and changes
were made to the Monopolies and Restrictive Trade Practices Act to encourage invest-
ment. Trade policy reforms included the abolition of import licensing on capital goods
and intermediate goods, in 1993, along with the shift to a flexible exchange rate regime.
Compared to policies that had explicitly thwarted foreign investment in the 1970s, the
efforts to simplify regulations and facilitate this in at least some sectors represented an
important change in policy (Ahluwalia 2002).

As a rule the Indian economy had grown at moribund rates, with the exception
occurring in the late 1980s when improved growth rates were financed by an unsus-
tainable accumulation of debt. However, the trade reforms of the 1990s had a dramatic
effect that was sustained: India now became one of the fastest growing economies in the
world. Its economy grew at a very healthy 6.7 percent in the first five years after the 1991
reforms, and continued at 5.4 percent in the next five years, despite the stormy regional
economic environment resulting from the East Asian financial crisis (Ahluwalia 2002).
It retained its growth trajectory in the 2000s, and its growth rate soared to 9.3 percent
in 2005. Despite taking an immediate hit from the global financial crisis, its growth
rate bounced back quickly to 8.5 percent in 2009 and 10.5 percent in 2010.! This growth
has translated into considerable poverty reduction; Bhagwati and Panagariya, for
instance, argue that the poverty ration declined from 44.5 percent in 1983 to 27.5 per-
cent in 2004-5 (2013, 35). Foreign direct investment has risen dramatically, from a mea-
ger $100 million in 1990-91 to over $60 billion in 2007-8 (Bhagwati and Panagariya
2013, 31). And India has signaled its growing prowess to the world by declaring in 2003
that it would limit the number of partners from which it would accept bilateral aid to
Germany, Japan, Russia, the United Kingdom, and the United States, and offer a debt
relief package to the Heavily Indebted Poor Countries (HIPCs) with substantial over-
due payments to India (Price 2004).

These economic developments have had important repercussions for India’s position
abroad. Its growing importance was recognized in the “Outreach Group” of the Gz,
and it has come into its own as a member of the G20 leaders’ level grouping. In some
multilateral institutions it has even prompted a process of reform. The WTO offers us a
classic example of this. While Indian activism in the multilateral trading regime dated
back to the early days of the GATT, which won it a place in Green Room consultations,
it has now acquired a de facto permanent seat at the High Table of the WTO. Hence, in
the GATT, informal authority toward decision-making rested with the so-called Quad
group that comprised the EU, United States, Canada, and Japan; today, we hear of the
“New Quad,” the “Five Interested Parties,” the G6 and the G7. In all these forums in the
WTO, India is a constant member, along with the EU, the United States, Brazil, and in
recent years, China. Even the IMF and the World Bank, which have proven consider-
ably slower than the WTO to adapt to the changing balance of power, have taken on
reforms of quota shares; India is one of the beneficiaries of this reform process, along
with other emerging markets. The story that we have thus far is hence not only of India’s
growing economic potential, but also of increasing influence in the major institutions
of multilateral economic governance.
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10.2. THE LIMITS OF THE MIRACLE

While the evidence is clear that India’s position at the aggregate level, and indeed in
terms of poverty reduction, is significantly better in comparison to the prereform
phase, the nirvana of development remains largely elusive. A short visit to almost any
city in India, to say nothing of rural India, provides ample examples of daily power
cuts, severe water shortages, lack of Wi-Fi access and phone landlines—so much for a
booming economy in telecom services!—and other serious limitations of basic infra-
structural facilities that the average Indian has to contend with. Corruption levels
remain high, with India scoring the ninety-fourth position out of 176 countries in the
Corruption Perception Index for the year 2012.2 In the World Bank’s Ease of Doing
Business Index, it ranked a lowly 132nd out of 185 countries, and scored particularly
badly on the enforcement of contracts—184th and lower than Angola, in position
183—dealing with construction permits—i82nd—and starting a business—i73rd.?
This is not a climate conducive to investment. Trade tariffs, while lower than they
were pre-reform, remain very high. A comparison with China is illustrative: China’s
simple average bound tariffs are at 10 percent—with 15.7 percent in agriculture and
9.2 percent in nonagricultural market access—whereas India’s are bound at 48.7 per-
cent, with 113.1 percent in agriculture and 34.6 percent on nonagricultural market
access.* And amid the structural and policy bottlenecks, as well as the difficult exter-
nal environment, growth has slowed, hovering between 5 and 6 percent since 2012.
The IMF placed the blame for this slowdown squarely on “rising policy uncertainty,”
“delayed project approval and implementation,” and “supply bottlenecks” (IMF
2013).

In good measure, these difficulties are an inevitable result of an incomplete pro-
cess of reform. Reform, as Bhagwati and Panagariya argue, needs to go further, both
on the more fundamental “Track 1,” which denoted “reforms aimed at accelerating
and sustaining growth while making it even more inclusive,” and the important but
derivative “Track 2,” comprising “reforms to make redistributive programs more
effective as their scope widens” (2013, 96). Limitations of the reform process are rein-
forced by cultural constraints. For instance, Jim O’Neill (2011, 73) writes, “Among
Indian elites, I often find a resentment of Western practices, development among
them.”

Just how deeply ingrained the resistance to liberalization and market opening is can
be illustrated by one example. In 2003, when this author asked a senior Indian trade
negotiator why India had refused to make concessions at the Cancun Ministerial of
the World Trade Organization, he answered, “It is easier for our minister to come back
home empty-handed as a wounded hero, rather than to come back with something
after having had to make a compromise.” Shishir Priyadarshi (2005) provides further
detailed evidence of the negative public perception of the WTO in India, despite the
fact that India has established a very sure footing in this organization and has reaped
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significant gains from its membership, including access to global markets and the use
of the Dispute Settlement Mechanism.

O’Neill further points out that of the BRIC countries India attracts the least for-
eign investment, in part because of its “mystifying bureaucracy.” The retail sector
offers one example of the structural as well as cultural difficulties that foreign com-
panies have encountered in securing access to Indian markets. O’Neill writes: “If
India were ever to allow Tesco or Walmart into the country, it would undoubtedly
improve productivity in retail and reduce agricultural waste. But the politicians
worry about the effect on Indian society, so they revert to protectionism and block
foreign companies.” In December 2012 the government finally won a drawn-out bat-
tle on this issue when the Parliament finally passed legislation allowing 51 percent
foreign ownership in multibrand retail enterprises, and 100 percent in single-brand
enterprises. How effective this market opening will turn out to be remains to be seen
as it leaves considerable leeway at the hand of state governments to implement the
legislation.

The above limitations in the Indian economic miracle generate interesting impli-
cations for understanding India’s foreign economic policy and relations. Most inter-
estingly, and contrary to the predictions offered by Mohan (2003) and Chimni (2010),
India’s developmental constraints suggest that it is unlikely to emerge as a pliant or
accommodating negotiating partner for the West anytime soon, even if its aggregate
interests might suggest otherwise. The simple fact of India’s position in the develop-
ment hierarchy automatically brings it into conflict with the developed world at least
in the short run; add to this the variable of cultural difference and values, and we may
end up with a noncooperative relationship—at least in some issue-areas—in the longer
term. These cultural factors have deep roots and often outweigh the plausible but sim-
plistic interest-based narrative. The next section investigates the extent to which these
differences are borne out in India’s relations with the established powers across two
areas of multilateral economic governance.

10.3. INDIA’S FOREIGN POoLICY BEHAVIOR
ACROSS DIFFERENT ECcONOMIC
ORGANIZATIONS

In this section we investigate India’s behavior in two different multilateral economic
organizations: the WTO and the IMF.¢ The two offer us potential scope for comparison
given the different degrees of adaptability that they have shown toward accommodat-
ing India and rising powers at the core of their decision-making processes. They also
show the limits of naively dividing material and ideational explanations in the making
of foreign economic policies.



THE FOREIGN ECONOMIC POLICY OF A RISING INDIA 185

10.3.1. Indiain the WTO

The most powerful example that we have of India’s continued confrontation with the
established powers—and the norms that they represent—is its negotiation behav-
ior in the WTO. There is some irony in using this case study: the multilateral trade
regime is one that has adapted its de facto decision-making processes to accommodate
the changing balance of power. Trade liberalization, moreover, has served India well;
even the limited amount of opening that it instigated in 1991 injected new life into its
economy by improving competitiveness, attracting investment, and facilitating pov-
erty reduction. Hence this is the one institution where we would expect to see the kind
of conformity that Mohan (2003) applauds and Chimni (2010) regrets, but which both
predict. In fact, India’s behavior in the WTO, even after it has come to occupy a seat
at the high table of decision-making and its stakes in the system are high, remains far
from this predicted outcome.

From the start of the Doha negotiations—the first round of trade negotiations to be
launched under the auspices of the WTO, and one that has been plagued by deadlock—
India has advanced the cause of development. As aleading member of the Like-Minded
Group, it worked hard in the run-up to the Doha Ministerial to highlight the costs that
developing countries had incurred from having to implement the Uruguay Round
agreements, and fought against the launch of a new round. It was ultimately isolated,
and the round was launched in 2001 in spite of its opposition (Narlikar and Odell
2006). At the Cancun Ministerial Conference in 2003, India, Brazil, and China joined
forces to constitute the G20 coalition. This coalition comprised an interesting mix of
developing countries, all of which were united in their cause of seeking market open-
ing in the agricultural markets of the West. India represented the defensive interests of
developing countries in this coalition, and also became an active member of the G33
coalition that sought the protection of developing countries’ markets from import
surges in agriculture. India, along with other developing countries, was also vociferous
in its opposition to the inclusion of the Singapore Issues, namely government procure-
ment; competition policy; investment; and trade facilitation. The ministerial ended in
deadlock, with disagreement over the Singapore Issues being the immediate cause, but
with several unresolved issues following closely behind on which India had—along
with several other developing countries—signaled a strength and readiness to lock
horns with the United States and the EU (Narlikar and Tussie 2004). Coalitions that
displayed an unprecedented ability to remain united during the final stages of the min-
isterial negotiations were an important indication of this readiness, and India was a
leader of these coalitions (Narlikar and Tussie 2004; Narlikar and van Houten 2010;
Narlikar 2013).

The negotiations lumbered along, missing deadline after deadline for completion.
Through this process, India, along with Brazil and China, came to acquire a position of
importance—the de facto equivalent of permanent seats at the UN Security Council—
at the heart of the WTO’s decision-making processes. This, however, did not produce
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buy-in from India negotiators. A trade round that was scheduled to be completed by
2005 continued in a stop-start fashion until a major turning point in 2008.

In July 2008, trade negotiators came closest thus far to completing a Doha deal. The
United States tempered the recalcitrance it had displayed earlier and agreed to cap
its agricultural subsidies. Several countries were tempted to accept the deal on offer.
However, India led the charge of developing countries in seeking greater protection for
their markets via the Special Safeguard Mechanism (SSM), and also insisted that the
United States’ offer of capping its agricultural subsidies at $15 billion was inadequate.
In doing so, India’s position diverged from that of its G20 ally, Brazil, which argued in
favor of a compromise. India’s reaction to the prospect of compromise was not positive.
One veteran journalist reports it as one of shock:

[Kamal Nath, India’s chief negotiator] couldn’t believe that his erstwhile G2o com-
rade in arms was failing to back him up. At last the inherent contradictions in the
Brazilian-Indian alliance were coming to the fore.... it became clear that Nath was
the only Gy participant who was firmly saying no. (Blustein 2009, 267)

Brazil was subsequently brought into line with India’s position of rejecting the offer;
the G20 retained its unity, and the negotiation ended in deadlock. For this deadlock,
India attracted a good deal of criticism in trade circles and in the media, and its chief
negotiator was given the title of “Dr. No” for his refusal to make concessions in the
July talks. India was willing to be the target of international opprobrium for its stead-
fast negotiating position and incur the costs of delaying the benefits of a completed
deal; this also potentially jeopardized the credibility of the regime, insofar as recurrent
deadlock can lead negotiators to turn to alternative forums.

Kamal Nath provided some justification for his country’s refusal to make conces-
sions in the July talks:

For us, agriculture involves the livelihoods of the poorest farmers who number in
the hundreds of millions. We cannot have a development Round without an out-
come which provides full comfort to livelihood and food security concerns in
developing countries. ... The poor of the world will not forgive us if we compromise
on these concerns. These concerns are too vital to be the subject of trade-offs.”

The reason for such defensiveness regarding agriculture might not make sense at first
glance; agriculture is not India’s most productive sector. Its contribution to GDP has
been declining, and constituted 16.6 percent in 2009-10. By tying its hands via WTO
commitments in this low-productivity sector the Indian government neglected the
opportunity to implement vital reform in the area. But its politicians and diplomats
were reluctant to follow this course of action, given the fact that until as recently as
2010-11, 52 percent of India’s total workforce was employed in agriculture (WTO 2011).
India’s weaknesses in the manufacturing sector—further reinforced by poor infra-
structure, an inadequate welfare system, and the problems highlighted earlier in this
chapter under section 10.2—act as serious deterrents to ensuring a transition of agri-
cultural workers into alternative sectors of employment. India’s booming economy in
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information technology services does not offer an obvious alternative, not least because
of the low literacy levels in the country. Hence even though in aggregate terms Indian
interests would have benefited from the deal on offer, Kamal Nath’s angry rhetoric had
at least some legitimate cause in the short-term costs of transition: were the millions of
small farmers in India subject to sudden import surges, they would be deprived of their
livelihoods with no alternative means of survival available to them:

All manner of objections are being raised to our right to safeguard livelihood con-
cerns of hundreds of millions. Are we expected to stand by, see a surge in imports
and do nothing? Do we give developed countries the unfettered right to continue
subsidizing and then dumping those subsidies on us jeopardizing lives of billions?
The position of developed counties is utterly self-righteous: they have enjoyed their
SSG (and want to continue it) but our SSM must be subject to all sorts of shack-
les and restraints. This self-righteousness will not do. If it means no deal, so be it.
(WTO 2008)

India’s position in the development hierarchy thus provides a part of the explanation
for its reluctance to make concessions in the WTO. We see this also in its coalition
alignments with other developing countries in the organization. As Indian negotiators
themselves are in the habit of pointing out, India is one of the fastest-growing econ-
omies in the world, but the precarious existence of a large proportion of its popula-
tion—25 percent still living below the poverty line—and low per capita income mean
that it cannot be expected to take on the commitments that the West demands of it, nor
can it be expected to assume international responsibilities akin to those of the devel-
oped countries.

In addition to these structural constraints, the cultural variable is perhaps also
worth flagging at this point. In a negotiation culture where the use of a strict distribu-
tive strategy is commonplace and acceptable, moralistic framing highly regarded, and
a suspicion of liberalization still pervasive (Narlikar 2013; Narlikar and Narlikar 2014),
Minister Nath received a hero’s welcome at home on his return, irrespective of the
international criticism (Lakshmi 2008). We see this suspicion clearly reflected in the
domestic drivers of India’s foreign economic policy; what Stephen Cohen calls India’s
“Just Say No” attitude finds support from both the business sector and civil society.
Julius Sen notes:

Trade and business associations should be the key demanders in Indian trade pol-
icy formulation. To be sure they are widely consulted, but they are by no means
the initiators or driving force for the generation of ideas or of negotiating options
(though this situation is slowly changing). They are used as a sounding board for
ideasand as a way to build a domestic consensus in favour of a position that the gov-
ernment has already taken, rather than as institutions capable of putting forward
negotiating ideas. (Sen 2004, 2)

It is not just the business associations that reinforce the government’s positions, but
also NGOs that share the protectionist orientation of India’s negotiators. Hence, for
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example, Shishir Priyadarshi (2005) cites a former official of the Ministry of Agriculture
stating the following about the role of NGOs: “The views expressed by the civil society
representatives are always protectionist in nature. According to them, Indian agri-
culture is simply not trade-driven; their only objective is, therefore, to ensure that the
livelihood of the subsistence farmers is protected.” Sen’s findings reinforce this obser-
vation about the role of NGOs in the foreign economic policy process: “Their inputs
therefore tend to reinforce the defensive stance taken by the Indian trade negotiators
instead of helping to shift their approach to a more participatory one” (Sen 2004, 3).

Even interest groups and other actors within India—which may be expected to take
on a more proactive stance on economic liberalization—in general share the govern-
ment’s reserve in embracing the norms espoused by the WTO. The suspicion of liber-
alization and a persistent commitment to alternative Third Worldist values—even in
aregime that has facilitated India’s dramatic growth—appear to run deep and remain
widespread.

10.3.2. Indiain the IMF

If India has shown a less than conciliatory attitude in its negotiations in the WTO, then
itis hardly surprising that it has shown even greater skepticism toward and reluctance to
take on new responsibilities in the IMF. As an institution that takes its decisions on the
basis of weighted voting, the IMF has traditionally and intrinsically allowed less input
from developing countries, in contrast to the WTO and the GATT, which have operated
on the principle of consensus. Further, the IMF’s governance structures and processes
have not shown the same high level of adaptability to the changing balance of power that
the WTO has.?

In 2012, amid the outbreak of the Eurozone crisis—when European leaders had
hoped that the BRIC countries would contribute proactively toward facilitating recov-
ery via an increase in their IMF contributions—India had rather different ideas. In
April 2012 India’s finance minister at the time, Pranab Mukherjee, addressed the IMF’s
International Monetary and Financial Committee:

we feel that EU efforts should continue to play the primary role for its members
as and when the situation so demands. We feel that IMF assistance should only
underpin the EU’s efforts and play a catalytic role in order to provide confidence
to investors.... We would also stress that any financial contributions made should
be voluntary and not in any way linked with future voice or governance reform.
(Mukherjee 2012)

Further, contrary to the assumption that India’s turn toward economic liberalization
would make it more conciliatory and conformist in various multilateral institutions,
India’s agenda for IMF reform remains strong. For example, while insisting on the vol-
untary nature of additional resources that countries including India might offer, and
isolating these contributions from quota revisions, it has joined the BRICS group in
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insisting on the understanding that its new contributions, for example, its June 2012
contribution of USsio billion “are being made in anticipation that all the reforms
agreed upon in 2010 will be fully implemented in a timely manner, including a compre-
hensive reform of voting power and reform of quota shares” (BRICS 2012b).

India has also offered important alternatives to the existing regime on aid, for
instance via its conditionality-free aid to African countries. In fact, India’s relations
with Africa present not only an alternative to multilateral aid based on the Washington
Consensus principles, but also a potential alternative to Chinese aid based on the
“Beijing Consensus” model (Broadman 2007, 2008; Narlikar 2010). This practice of cre-
ating the Best Alternative to Negotiated Agreement (BATNA) is a classic distributive
tactic, and far from the integrative bargaining that we might expect a rising India with
conformist intentions to make.

India’s attempts to create BATNAs are also reflected in its participation in the BRICS
grouping. The BRICS Interbank Cooperation Mechanism is an agreement for extend-
ing credit facility in local currencies, and similarly has the potential to decrease the
reliance of the BRICS on the US dollar.® The Delhi Declaration of 2012 advanced the
possibility of creating a new BRICS Development Bank—a plausible, if not yet con-
crete, challenge to other multilateral lending institutions (BRICS 2012a)."°

103.3. Similarities in India’s Policy and Position across
the Two Institutions

The previous two subsections have illustrated that even though India has committed to a
path of economic liberalization, it has not been co-opted by the West.!" The similarity in
India’s foreign economic policy and negotiation behavior across the WTO and the IMF
is worth emphasizing. In neither institution do we see India caving in to the established
norms that these organizations represent, nor do we see it making material concessions to
signal its willingness to provide the public goods that these institutions were designed to
provide: free trade in the case of the WTO; and the stability of the international monetary
system in the case of the IMF. The cross-institutional comparison is important because it
shows that India’s caution is not limited to the IMF—an institution that has shown only
limited accommodation toward it—but extends to the WTO—an institution that has
made far-reaching changes in adapting its governance structures to the rising powers. This
behavior derives partly from India’s position in the development hierarchy, and in good
measure from a deep-rooted and widespread skepticism of economic globalization that
runs through key domestic institutions and also informs India’s negotiating culture.

In its negotiations in the WTO, India’s dissatisfaction with the existing deals on offer
is clear, and it is joined by other developing countries in the refrain of “No deal is better
than this deal.” For its resistance to making concessions that would facilitate multilateral
market opening, it has attracted the ire of the developed world, particularly the United
States. For instance, US trade representative at the time Robert Zoellick categorized the
“can do” and “can’t do” countries at Cancun, with Brazil, India, and China falling into
the latter category; and in the same office Susan Schwab made more pointed reference to
Brazil, India, China, and South Africa as “elephants hiding behind mice” (Schwab 2011).?
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At the heart of this criticism is the resentment of Western countries that India and the
other rising powers are not pulling their weight in the provision of global public goods.

India’s response to this criticism has been defensive. Shyam Saran, for instance,
writes the following:

The activism of India or other emerging countries on certain regional and inter-
national issues may not always be aligned with that of the Western countries. This
does not make such activism irresponsible, just as lack of enthusiasm for Western
actions on certain issues, which India from its standpoint may consider injudicious,
also cannot be criticised as irresponsible conduct.... The same argument can be
made about the global financial and trading systems, which have been put in place
and are dominated by the industrialized economies of the West.... If the emerg-
ing countries have been able to achieve rapid growth in their economies, they have
been able to do so despite the constraints imposed on them by the global economic
and financial systems rather than because of them. The sub-text here is that since
the existing regimes have enabled the emerging economies to develop, they should
acquiesce in the rules and regulations set by the Western countries rather than seek
to modify or alter them. This is not a valid assumption. There may be rules that
emerging economies may find acceptable. There may be others they may want to see
modified so as to reflect their interests. (Saran 2012)

Saran’s argument is effectively that India may be willing to provide certain public
goods, but not necessarily those prescribed by the developed nations. India’s position
in multilateral trade negotiations certainly reflects this logic. But what is starkly absent
from these negotiations is a clear vision of what alternative global public goods India
might be willing to provide."* India’s behavior in the trading regime thus far demon-
strates that it remains committed to the cause of development for itself and also its
allies from the developing world, but this has resulted in its demands for concessions
from the West with the offer of few concessions in return. It remains to be seen how
it might be able to translate this commitment into a willingness to engage in interna-
tional reciprocity rather than rely exclusively on demands of the developed world.

India’s position in the IMF is similar in that there is no clearly articulated vision of the
international monetary system that India has to offer. But in the BATNAs that it has been
cultivating—such as in its commitment to increase reliance on local currencies as part of
the BRICS grouping and the parallel decrease in reliance on the dollar—we can see that
at least when dealing with a smaller group of countries, India is showing more willing-
ness to share the responsibility of a different level and type of economic governance.

10.4. VARIATIONS IN FOREIGN ECONOMIC
PoLiCcY: DEALING WITH SMALLER PLAYERS

The previous section has demonstrated that India has not displayed cooption in
the WTO or the IMF, irrespective of the differences in the extent to which the two
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institutions have adapted to its rise. This means that Indian foreign economic pol-
icymakers have not yet embraced the idea that a rising India should carry a signifi-
cant share of the burden of the global public goods that these institutions provide.
Importantly, however, we have already come across some examples of the willingness
of Indian negotiators to carry the burden of a different kind of responsibility when it
comes to dealing in small groups, especially when the groups involve smaller players.
India may be a reluctant contributor to the provision of global public goods—hence
also its demand for Special and Differential Treatment, which persists today in the
demand for Less Than Full Reciprocity, and constitutes a critical exception to the reci-
procity principle that underpins the trade regime—but it seems to be a ready provider
of club goods to its allies.'* Two examples that were touched upon earlier—one from the
WTO and the other from the IMF—are now discussed in greater detail below.

Ashighlighted in the previous section, India has been reluctant to make concessions
to the developed countries in the WTO, even though such concessions are essential
if the Doha Round is to be concluded successfully. But when working in coalitions
within the same organization, it has proven itself willing to bear the costs of leader-
ship. These include research and organization costs, which initiators and leaders aim-
ing to organize coalitional action must bear. They also include the costs of allowing
some free-riding for smaller players to help maintain the unity of the coalition, thereby
reducing their temptation to defect. An example is the G20 coalition, which incorpo-
rates not just India’s own defensive position on agriculture with Brazil’s more offen-
sive one, but also logrolls the demands of smaller developing countries, particularly
the least developed countries (LDCs) on Special and Differential Treatment. Such
logrolling is a costly process, especially as it makes it difficult for India to make con-
cessions: concessions on Special and Differential Treatment would risk the defection
of the LDCs from the coalition. Nonetheless, it willingly carries and defends this log-
rolled agenda of the developing world. India’s offer of a Duty Free Tarift Preference
Scheme for LDCs forms a part of the same strategy of allowing free-riding for one’s
weaker allies.

In the case of India’s role in the IMF, while there are interesting ideas emanating
from the BRICS group—for example, schemes that might potentially challenge the
hegemony of the dollar—it is just too early to determine whether these ideas consti-
tute alternative club goods that the BRICS, either as a grouping, or individual countries
within the grouping, might be willing to bear the costs of providing.

India’s relations with another BRICS country—China—provide a case in point.
China is a major trading partner for India, along with the European Union and the
United States, and bilateral trade between China and India has hovered in the $60-$75
billion range over the last couple of years. India has cooperated with China over multi-
ple economic issues via the BRICS grouping, and also via coalitions such as the G20 in
the WTO. But the relationship between the two is not a straightforwardly cooperative
one. The unbalanced nature of India-China bilateral trade has also generated consid-
erable concern among Indian policymakers. Bilateral talks have aimed to redress this
imbalance (Krishnan 2013). The two countries offer different governance models to the
world, and also bring different development models to Africa—as discussed later in
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this section. Just as important is the history of one major war between India and China,
and persistent border disputes in a nuclearized context, which places the China-India
relationship among the most difficult within the professed camaraderie of the BRICS
countries.

It is worth noting at this point that just as India’s relations with China present a mix
of cooperation and conflict, its relations with its South Asian neighbors also do not
indicate that India is ready to play the role of the benign hegemon that provides public
goods to its region or willingly embraces the deep enmeshment of regional economic
ties. This is not to say that India is not privy to several regional economic agreements,'>
and being a party to these it is no different from other countries, developed and devel-
oping. Recent years have, in fact, seen a surge in regional trade agreements, which has
coincided with the recurrence of deadlocks in the WTO, suggesting a turn toward
regionalism in the face of flailing multilateralism (see generally Part IIIB in this vol-
ume; and also Aggarwal and Koo chapter).

But the circumstance of India having signed economic agreements with some
of its neighbors in the region does not automatically translate into meaningful eco-
nomic cooperation or integration. Instead, as a recent study notes, “South Asia is
unique among the major geographic regions in the world for its low level of intrare-
gional trade,” with the share of intraregional trade in total world trade of the mem-
ber countries of the South Asian Association for Regional Cooperation (SAARC)
being 5.2 percent, in contrast to 26.5 percent for the Association of South East Asian
Nations (ASEAN), and 20.5 percent for the Mercado Comun del Sul (MERCOSUR),
in the period 2009-11 (Athukorala 2013). The low levels of integration in South Asia
are unsurprising given the difficult geopolitical disputes in the region, ranging from
boundary conflicts and clashes caused by cross-border waterways to nuclear competi-
tion. It is also not a coincidence that in the WTO a number of India-led coalitions have
included some of its neighbors, for example, Pakistan in the Like-Minded Group, but
the membership of these coalitions has never been restricted to the region. Nor has
India pushed for regional causes in multilateral forums, in contrast to its support for
the cause of the LDCs and African development.

Against the ambiguous evidence provided by the BRICS grouping, and India’s
reluctance to provide regional public goods, we do have a powerful example of India’s
willingness to provide some vital club goods, and thereby offer to weaker countries a
useful BATNA against the IMF. This example lies in India’s engagement with African
countries.

Indian officials often emphasize in interviews that India’s engagement with Africa
is far from new (Broadman 2008; Narlikar 2010; Vickers 2013). Indian officials point
to long-standing continuities in India’s foreign economic policy toward Africa, which
go back to the ITEC program that was launched in 1964. The main difference that
they alert us to is the difference in Indian abilities to assist Africa between then and
now. “We simply didn’t have enough resources to do this in the 1960s. Now we can.”
Officials also stress the differences between India’s investment strategies in Africa ver-
sus China’s: “While we also have energy considerations etc., our model is different. The
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Indian way is the softer way” (cited in Narlikar 2010, p. 456). There is considerable aca-
demic and policy analysis that reinforces this point. India’s trade and investment in
Africa are not limited to the resource and energy-rich North and West Africa, but also
extend to East Africa. It provides preferential treatment to LDCs, thirty-three of which
are in Africa, and fourteen in East Africa. Harry Broadman (2008) writes of Chinese
firms in Africa as “creating business entities that are vertically integrated, buying sup-
plies from China rather than local markets, and selling in Africa mostly to government
entities. They rarely facilitate the integration of their workers into the African socio-
economic fabric.” In contrast, Indian firms in Africa are “less vertically integrated,
prefer to procure supplies locally or from international markets (rather than Indian
suppliers), engage in far more sales to private African entities, and encourage the local
integration of their workers.”

India’s willingness to allow free-riding for its allies and maintain coalition unity
in the WTO, and its engagement with Africa through aid, trade, and investment,
together illustrate that it has proven itself willing to incur the costs of the provision of
certain club goods. This is important because it demonstrates that India is not reluc-
tant to assume international responsibilities per se, but that it sees itself as owing its
responsibility to smaller and weaker players rather than the international system as a
whole. Although India’s relationship with less-developed country players across Asia
is a work in progress, there remains the possibility that the patterns of its interactions
with Africa may extend to Southeast Asian countries in the future.'® Notably, however,
India’s assumption of its selective leadership is on the multilateral stage rather than
the regional one: coalition unity in the WTO, and engagement with Africa against the
backdrop of the multilateral aid regime. The willingness to provide club goods, tem-
pered by the provision for a multilateral setting, is important because it suggests that
Indian foreign economic policy is targeted at establishing a global role for India, in
contrast to a role of regional predominance, or even the pursuit of a regional route to
global power.

10.5. CONCLUSION

While India’s turn to liberalization in 1991 presented a landmark moment in its his-
tory, this chapter has argued that the nation’s foreign economic policy orientation, and
also its negotiation position, show vital continuities with the past. Economic liberaliza-
tion has not resulted in its transformation into a pliant trading partner with the West.
India’s willingness to fight for the cause of development persists, as do its coalition
loyalties with other developing countries, while its newfound and growing economic
power ensures that it has an increasing ability to sustain coalitions and block agree-
ments. These patterns can be seen across international organizations: as this chap-
ter has demonstrated, it is not just the IMF that has failed to produce an easy buy-in
from India, but also the WTO. The cross-institutional comparison shows us that
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India’s wariness of tying its hands multilaterally derives not from the opportunities
that it enjoys in the governance structures of the two institutions, but rather is more
deep-rooted in the culture of its negotiations. This also means that simply reforming
the structures and processes of global economic governance—as has been done in the
WTO—will not automatically obtain regime conformity from India.

The chapter has also traced the roots of India’s reluctance to assume greater respon-
sibility in the WTO or the IMF to two sources. The first is domestic: limitations of the
reform process and inadequacies of development make it difficult for Indian foreign
policymakers and negotiators to commit more resources internationally. The second is
ideational. In a negotiation culture where memories of past slights run deep and Third
World coalitional loyalties die hard, it is perhaps not so surprising that a rising India
has continued to throw in its lot with its allies from the developing world. We see this
in the coalitions that it has formed and led in the WTO, and which have contributed
to the deadlocks of the Doha negotiations, and we see it in its search for BATNAs to
the IMF’s aid regime and dollar hegemony. This has not been an easy route for Indian
negotiators to take, and India has attracted considerable flak for what is seen to be a
refusal to accept the burden of greater international responsibility that comes with ris-
ing power. Analytically this means that an emphasis on interest-based explanations
alone in understanding India’s foreign economic policy behavior is misplaced at best.

Importantly, at a practical level this chapter has offered several nuances that soften
the critique that India is a party-spoiler in international negotiations. It is true that it
has been reluctant to accept the burdens of providing global public goods such as free
trade or stability of the dollar and euro. But it has proven willing to accept the costs
of providing club goods to other developing countries. We have seen this in its coali-
tion behavior in the WTO and also in its aid, investment, and trade strategy in Africa.
This type of behavior may also extend to developing countries elsewhere in Asia in the
future.

It is worth noting that the supply of these club goods is sometimes antithetical to the
provision of the global public goods that the West would have India contribute. Hence,
for example, strong coalitions make it difficult for India to afford the concessions nec-
essary to reach a Doha deal, and offering conditionality-free aid to African countries
weakens the hold of the IMF on them. So what can Western negotiators do to engage
India in a more constructive manner, short of waiting for India to achieving the nir-
vana of development and a complete rewriting of its negotiating culture?

First, it is vital that Western foreign policymakers and negotiators rethink their
assumption that India, or indeed the other rising powers, will simply redefine their
interests as aligned with those of the established powers if they are given a place of
influence in various institutions of global governance. The case of India and the WTO
patently exhibits the flaws of such thinking. If we demand that India make a greater
contribution to providing global public goods, it is vital that we give Indian think-
ers and practitioners the opportunity for input regarding the public goods that they
are being asked to provide. Establishing mechanisms where the rising powers of the
South have greater agenda-setting power will also help both sides to move beyond the
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redundant calls of “No deal is better than this deal” and “Not these public goods.” The
established powers would have to create this space, and the rising powers would be
expected to make use of this space to specify which public goods they would accept
greater cost-sharing for. Similarly, to say that “no agreement is better than this agree-
ment” would not suffice: India and its allies would need to specify what alternative
deals they would be willing to accept, based on concessions from both sides.

Second, the West has attempted some reform of multilateral governance, and as this
chapter has illustrated, the results have been limited. The reason for this may derive
from the fact that reform in the organizations has occupied two polar ends. At one
extreme we see the IMF—and indeed the UN Security Council—where the pace of
reform has been very slow, even glacial. The resentment of the rising powers toward
these institutions is understandable. At the other extreme we see that the WTO has
fundamentally transformed its governance by bringing in the rising powers from the
margins to its core, but has only exacerbated the problem of deadlock. Perhaps what
is needed is conditional reform based on a bargain. India and the other rising pow-
ers may legitimately expect reform of international institutions that secures them
greater input and influence if they, in turn, take on greater responsibility. “Reform for
Responsibility” (RfR)"7 is predicated on the assumption that India would be able to
suggest changes to the global public goods that are currently provided by the interna-
tional organizations, that is, the first recommendation.

As this chapter has argued, while India’s negotiating stance in the international
economic organizations offers clarity concerning what India does not want, there is
less clarity on the alternative type of global economic order that India might prefer. To
engage meaningfully in the RfR agenda, considerable rethinking would also be needed
on the part of the Indian foreign policy establishment.

NOTES

1. World Bank data, http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG.
Accessed May 28, 2013.

http://www.transparency.org/country#IND. Accessed May 27, 2013.
http://www.doingbusiness.org/rankings. Accessed May 27, 2013.

www.wto.org. Accessed May 27, 2013.

Interview by the author, May 2003.

For insightful analysis of the rising powers and global governance, see Kahler 2013.
TNC Meeting, Statement of Kamal Nath, July 23, 2008.

The Board of Governors of the IMF approved a major package of reforms of quota shares
in 2010, which would make the BRIC countries the top ten shareholders in the organi-
zation: see http://www.imf.org/external/np/exr/facts/quotas.htm. Accessed June 5, 2013.
Once implemented, these changes will impact significantly on the IMF’s governance
structure. However, they are still less far-reaching than the informal changes adopted in
the WTO, which have resulted in the replacement of Canada and Japan with Brazil and
India—and subsequently, also China—and hence resulted in a fundamental transforma-
tion of the old Quad.
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9.
10.

11.

12.

13.

14.
15.

16.

17.

http://www.bricsindia.in/about.html. Accessed May 27, 2013.

The latest BRICS in South Africa summit reiterated the commitment to establish a
BRICS Development Bank, but fell short of launching the initiative or presenting details
of structure and functioning, including the contributions of capital by different coun-
tries: BRICS 2013.

Chimni 2010, for instance, has argued that “with the inauguration of neo-liberal reforms
in 1991 Indian FEP moved away from the Nehruvian framework that had as its goal an
independent and self-reliant path of development. India is today lending uncritical sup-
port to a liberal international economic order in the belief that it will help sustain high
growth rates.... it is regrettable that in the wake of the global economic crisis India made
no attempt to articulate an alternative vision of the international economic order. It
instead accepted to be co-opted by the developed world in exchange for membership in
G-20 and other limited concessions that have been used to legitimize an unjust interna-
tional economic system.” This chapter argues that a close examination of India’s behavior
in at least two international organizations—the WTO and the IMF—suggests quite the
opposite. Even concessions towards India that are more meaningful and significant than
aseat at the G20, involving de facto reform of WTO decision-making, have failed to pro-
duce buy-in from Indjia.

Schwab attributed this description to an African delegate to the WTO in her article: 2011,
108.

We have seen India resorting to regional trade agreements, but in this it is far from
alone. They may represent cultivation of BATNAs when the multilateral negotiations are
stalled, but they do not represent an alternative or distinctive vision of global economic
order.

Club goods, unlike public goods, are partially excludable and rivalrous.

A list of these can be found at http://business.gov.in/trade/trade_agreements.php.
Accessed July 5, 2013.

“Ahead of India Visit, Joe Biden Welcomes India’s Emergence in SE Asia and Beyond,”
Indian  Express, July 19, 2013. http://www.indianexpress.com/news/ahead-of-
india-visit-joe-biden--welcomes-indias-emergence-in-se-asia-and-beyond/1143995/.
Accessed July 21, 2013.

This idea was first developed in Narlikar (2013).
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GOVERNMENT POLICIES
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MYUNG-KOO KANG

SINCE its industrial takeoff in the early 1960s, South Korea (hereinafter Korea) has
become a major trading nation in the global economy. Its trade volume has increased
almost 3,000 times from $357 million in 1961 to $1.06 trillion in 2012 (KITA, Trade
Statistics portal). During the same period, what used to be an aid-dependent econ-
omy has become an aid-providing economy. By 2011, the total volume of Official
Development Assistance (ODA) increased to over $1.3 billion (Korea Eximbank, ODA
Statistics portal). Korea’s international investment position has enlarged significantly
as well. At the end of 2012, outstanding foreign assets amounted to $842 billion and
foreign liabilities to $945 billion, which altogether far exceeded the gross domestic
product (GDP) for the year—s1.1 trillion (Bank of Korea, Economic Statistics portal).
How did Korea achieve such a remarkable transformation? How did Korea’s foreign
economic relations evolve as successfully during this period?

This chapter addresses these questions by focusing on the role of the Korean gov-
ernment in formulating and implementing economic policies toward trade and
investment. The Korean government was the rule-setter in building domestic insti-
tutions and defining government-business relations. Until the 1980s, it employed an
export-oriented development strategy and directed private firms to focus on exports by
controlling both domestic and foreign financial resources. This pattern of government
dominance then changed gradually from the early 1990s with the arrival of democratic
regimes and the growing economic power of many business actors. The Asian financial
crisis 0of 1997-98 then triggered a drastic policy shift to further economic liberalization;
domestic interest groups gained increasing prominence in the formulation of foreign
economic policies. Nonetheless, the Korean government remains a principal rule setter
in the country’s economic policies.
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The Korean government was also a rule-adjuster in foreign economic relations, com-
bining both reactive and proactive strategies in a changing international environment.
Power configurations in international politics have confined the scope and direction
of Korea’s foreign economic policies. During the Cold War period, the Korean govern-
ment tried to take advantage of the US hegemonic order wherein Korea could secure
favorable trade and investment relations with the United States in return for actively
participating in US-led security alliances. With the collapse of the Cold War system,
the focus of Korea’s trade and investment relations has increasingly shifted toward
Asia. Responding to this structural change, the Korean government has worked
to develop multilateral ties in its global and regional economic relations while still
remaining loyal to the country’s existing bilateral relations with the United States and
other former principal trading partners—Japan and the European Union (EU).

This chapter has three sections. The first section reviews the institutional founda-
tions that supported Korea’s export-oriented development strategy. The second section
examines the changes that took place in Korea’s trade relations and policies from the
early 1980s to the present. The third section explores the sequence and consequences
of deregulation for cross-border capital flows both before and after the financial crisis
of 1997. The chapter concludes with a brief discussion of the key challenges that the
Korean economy has faced and will face in its foreign economic relations.

11.1. THE INDUSTRIAL TAKEOFF: THE 19608
AND 19708

Korea’s industrial takeoff occurred under a military dictatorship, the leadership of
which was committed to economic development (Kim and Vogel 2011; Lee 2005). Korea
experienced one of its exceptionally strong presidencies during this period. President
Park’s position rested at the top of three major branches of the state—executive, legis-
lature, and judiciary. He had the power to dissolve the National Assembly and appoint
one-third of its members using the Yushin constitutional revision in 1972. He also held
complete power over the nomination of party candidates for legislative elections. No
other individuals or groups exercised effective veto power in the legislative process. As
a result, the president’s decisions were critical in formulating and implementing the
government’s policies in general, particularly its economic policies.

Park was firmly committed to economic development, and pursued this goal consis-
tently. He proclaimed “economy first-ism” (gyungjejeiljuwi) as the guiding goal of the gov-
ernment’s economic policies (Park 1962a); he launched a Five-Year Economic Development
Plan in January 1962. This plan stayed in place until 1996 and was based on the idea of
“guided capitalism.” Park believed that the government should direct and discipline the
private sector, not only through moral persuasion and the instillation of party members in
the sector, but also through government fiat (Park 1962a, 1962b). Using this guiding idea,
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the Park administration (1961—9) tried to create a government-directed model for eco-
nomic development (Amsden 1989; Jones and SaKong 1980; Kohli 2004). This approach
embraced a mixture of economic planning and market-conforming institutional ele-
ments, which resembled the models followed in Japan, Taiwan, and other Asian countries
during their own high economic growth periods (Deyo 1987; Johnson 198;).

11.1.1. Consolidating the Export-Target System

The Park administration shifted its developmental strategy from import-substitution
to export-oriented industrialization in the mid-1960s following the failure of the initial
economic reforms in the early 1960s and political pressure from the US government
(Haggard, Kim, and Moon 1991; Tadashi 1991). The nation’s entire economic system
was redesigned to support exports. Indeed, promoting exports was the single most
important goal of the economic policies pursued during the Park administration. Park
repeatedly emphasized that promoting exports was the only way for Korea to escape
the poverty trap and build a strong and wealthy nation (Park 1970, 1971).

The Park administration introduced an export-targeting system in early 1962 and
then strengthened its functions by employing an export-oriented developmental strat-
egy in the mid-1960s. The Ministry of Commerce and Industry (MCI) set an annual
target for total commodity exports in the early part of each year and allocated that
annual export target to related industrial associations. The MCI monitored the export
performance of those targeted areas and reported to the Monthly Export Promotion
Conference, which was first established in February 1965 and remained in service until
the end of 1979. Through this Monthly Conference the government was able to pressure
all export-related firms in Korea to achieve their targeted export volumes.

President Park personally presided over the Monthly Conference to ensure that it
would be the final decision-making apparatus on export-promotion measures and
investments. All cabinet members, heads of major financial institutions, business asso-
ciation leaders, and representatives of major export firms attended the conference, and
the president often decided major policies or measures during the conference. It thus
functioned, on the one hand, as a mechanism to compel the economic ministries of
the government to achieve their targeted performance criteria, and on the other hand,
as a communication channel to strengthen government-business cooperation with the
goal of promoting exports (Kang 1996); it often resulted in collusive ties between gov-
ernment and the business elite (Ha and Kang 2010).

11.1.2. Consolidating the Government-Directed
Financial System

Chronic capital shortage—especially lack of foreign capital—was one of the critical
impediments that had to be overcome in order to foster more exports. In the 1960s a
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formal financial sector was yet to be developed fully, and as a result, financial activi-
ties were mediated primarily in the curb market (Cole and Park 1983). Further, Korea
was suffering from a shortage of US dollars that were required to import raw materials
and energy resources for export-processing businesses. To overcome this unfavorable
financial situation, the Park administration decided to create a government-directed
financial system.

The first step the Park administration took was to nationalize all commercial banks
following the military coup in May 1961. The administration then established various
government-controlled special financial institutions. It expanded the functions of the
Korea Development Bank, which had been established in 1954, to provide long-term
loans to the export-related manufacturing sectors. Another measure was to place the
Bank of Korea under the direct control of the Ministry of Finance (MOEF). As a result,
all financial intermediaries quickly lined up under the direction of the MOF, and the
government gained monopolistic controlling power over credit allocation (Cole and
Park 1983; Woo-Cumings 1991). The government further maintained a multiple interest
rate system, applying far lower interest rates to loans provided to export-related, manu-
facturing sectors than for ordinary commercial loans (Kim 1991, 143). It also provided
various kinds of policy loans—the usage of which was rigorously controlled by the
government—to support the export-related manufacturing sectors. In the 1970s these
policy loans constituted about half of the total credit provided by domestic financial
institutions, and the government further allocated the majority portion of those policy
loans to export-related industrial sectors (Bahl, Kim, and Pak 1986; Cho and Kim 1997).

The Park administration countered the lack of available foreign capital by establish-
ing a government-guaranteed foreign borrowing system. Under this scheme, Korean
firms seeking to borrow from abroad first had to obtain the approval of the Economic
Planning Board, which in turn sought approval from the National Assembly for the
issuance of guarantees that would cover repayment of foreign loans. The borrower
was ultimately supposed to repay the loans, but in the event of default the govern-
ment would repay the loans because the borrower was underwritten by both the Korea
Development Bank and the Bank of Korea (Cole and Park 1983, 60).

This government-guaranteed system enabled the Park administration to pursue an
investment-driven development strategy, as it could now fill the widening gap between
gross domestic savings and investments by borrowing funds—both public and com-
mercial loans—from abroad. Indeed, growing foreign debt was one of the key features
of Korea’s investment-driven economic growth in the 1970s. The total external debt
rose rapidly during this period, from a negligible amount of $89 million in 1962—
which was only 3.8 percent of gross national product (GNP)—to more than $27 billion
in 1980, or about 48.2 percent of GNP (Cho and Kim 1997, 43).

This program also enabled the Park administration to channel foreign loans toward
selected strategic industrial sectors and their firms. The government chose particular pri-
vate firms and gave them a privileged right to access foreign loans. For example, during
the heavyand chemical industrialization period (1973—79), the government designated key
industrial sectors—such as steel, machinery, shipbuilding, and chemical industries—and
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channeled both foreign loans secured by government approval and domestic bank loans
toward selected firms and compelled favored firms to invest in the strategic industrial
sectors (Kim 2004). Those heavy and chemical industrial sectors needed a large scale of
initial investment to build facilities, and at the same time, private firms could not borrow
foreign and domestic commercial loans without the government’s approval.

The Park administration preferred these government-controlled loans to other
forms of inward foreign investment. One of the critical underlying motivations was
to minimize foreign ownership—mostly Japanese—as well as more general foreign
control of domestic industries (Cole and Lyman 1971). The Korean government did
not want to lose its control or its power to allocate foreign capital to its own selected
strategic industrial sectors and firms. This policy pattern regarding foreign capital was
different from some other Asian countries and their pursuit of development strategies
reliant on foreign direct investment (FDI) that have appeared in the instances of China
and other Southeast Asian economies over the past two decades.

11.1.3. The Influence of Geopolitics

The geopolitical environment during the Cold War era constrained Korea’s foreign
economic relations, yet enabled Korea to access US markets more easily. For example,
US foreign aid, provided under the aegis of the Korea-United States Mutual Security
Act of 1953, was the most important economic resource for the Korean economy in the
1950s. Excluding technology aid, the amount of US foreign aid from 1953 to 1960 totaled
$1.9 billion: roughly 72 percent of the national budget, and about 8o percent of domestic
capital accumulation during that period (Lim 1985, 49). This dependence on US for-
eign aid in the 1950s limited the capacity of the Korean government to initiate its own
long-term economic development plans, as the foreign aid was provided only sporadi-
cally (Lee 2002). For instance, the Kennedy administration (1961-63) reduced the total
amount of foreign aid to Korea, and that policy shift made it more difficult for the Park
administration to secure foreign exchange, specifically US dollars.

The geopolitical context of the Cold War system, however, provided a favorable eco-
nomic environment for Korea. Korea’s participation in the Vietnam War clearly high-
lights the peculiar characteristics of the Cold War, in which trade-offs often occurred
between the security interests of the United States as a hegemonic power and the eco-
nomic interests of Korea and other East Asian economies (Castells 1992). During the
period from 1965 to 1973 when the Korean government dispatched more than 300,000
troops to the Vietnam War, the share of the US market in Korean exports was more
than 50 percent. By participating in the Vietnam War, Korea received increased US
military assistance, which amounted to 7.2 percent of GNP in 1965 (Woo-Cumings
1991, 85-93), and many commercial loans from other advanced countries were secured
with the help of the US government (Kim 1975, 263-4).

Under the bipolar global order of the Cold War era, it was critical for the Korean
government to launch development strategies that could help it to gain recognition and
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substantial economic support from the United States (see also Snyder and Easley chap-
ter). The Park administration undertook relentless efforts to become a loyal participant
in the US-led military and strategic alliances in Asia, and in return for this commit-
ment Korea gained favorable access to US markets. This structural and geopolitical
condition was critical to the success of Korea’s export-oriented development strategy.
However, this peculiar pattern of economy-security relations began to change gradu-
ally in the early 1980s as the United States began to suffer from chronic current account
deficits and the Korean economy became further integrated into the global economy.
Responding to this changing external environment, the Korean government pursued
a series of economic liberalization moves; foreign economic policies changed as well,
increasingly emphasizing multilateral and regional trade relations.

11.2. GROWING TRADE VIA DIVERGENCE
FROM THE 19808 TO 2012

The export-oriented development strategy set out by the Park administration was
based on a mercantilist view of international trade in the sense that the Korean govern-
ment projected trade relations as a zero-sum game and made relentless efforts to pro-
duce trade surpluses. This mercantilist view has had lasting impacts on Korea’s trade
policies even after the democratic transition in the late 1980s, regardless of political
regime type. Indeed, one of most critical legacies of the Park administration to suc-
ceeding administrations was that they could not escape from the ongoing imperative
of producing trade surpluses through promoting exports.

However, Korea was not able to produce trade surpluses until the mid-1980s, despite
continued efforts to promote exports. One of the primary reasons for this delay was
the country’s poor natural resource endowment. Korea had to import most of the raw
materials for its export-processing economic activities and energy resources used
for industrial purposes. Another structural reason was the limited number of trad-
ing partners. Korea’s trade relations were overwhelmingly concentrated on the United
States, Japan, and the European Union (EU) until the early 1990s. Its trade dependency
on the US economy increased in the 1980s, and trade relations with these principal
trading partners then peaked in 1990.

The collapse of the Cold War system created historical impetus for Korea to diver-
sify its trade relations away from longtime partners. In August 1992 Korea normalized
full diplomatic relations with China, an adversary during the Korean War (1950-53).
Since that normalization, Korean-Sino economic relations have deepened remark-
ably. China became Korea’s largest trading partner in 2005, and Korea’s trade relations
with China have been the largest source of Korean trade surpluses for the past decade.
Meanwhile, the Association of Southeast Asian Nations (ASEAN) became Korea’s sec-
ond largest trading partner in 2010.
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11.2.1. Change in Trade Relations

The greatest changes in Korea’s trade relations over the past two decades have been
driven by the rise of China and ASEAN and the relative decline of the traditional prin-
cipal trading economies. China has become both the largest trading partner and the
largest source of trade surplus for Korea over the past decade. To Korea, ASEAN has
become both the second largest trading partner and the second largest source of trade
surplus for the past few years.

Korea’s trade volume increased in the 1970s, reaching $10 billion of exports in 1976,
but its trade balance did not improve until the mid-1980s despite continued efforts to
promote exports over imports. That situation, however, changed in the 1980s. During
the 1980s, trade volume grew by leaps and bounds, and the Korean trade balance
turned to surpluses from 1985 to 1990. In the 1980s, Korea’s principal export markets
were the United States, Japan, and the EU. Out of a total export volume ($17.5 billion)
in 1980, the share of these three primary markets exceeded 60 percent, and a decade
later in 1990 the share reached more than 65 percent. In particular, the US market share
grew in the 1980s from 26.3 percent in 1980 to 35.5 percent in 1985, and then dropped
back to 29.8 percent in 1990. The share of Japan and the EU in Korea’s exports peaked in
1990 (KITA, Trade Statistics portal).

Korea’s trade relations, however, began to diverge from heavy reliance on these
three economies in the early 1990s, in particular, in response to the rise of China. In
the 2000s China became the most important destination for Korea’s exports. As of the
end of 2010, if we include the Hong Kong portion as exports to China, China’s share
reached 30.5 percent of Korea’s total exports. This amount is almost three times larger
than that of the United States. In 2012, ASEAN’s share in Korea’s exports (14.4 percent)
exceeded that of the United States, Japan, or the EU.

A similar trend occurred for Korea’s imports. The relative share of the United States,
Japan, and the EU has been in decline since the early 1990s, while the share of China,
ASEAN, and India has increased. Japan was the most important source of imports to
Korea until the early 2000s, but its share has since decreased from a peak of 26.6 per-
cent in 1990 to 12.4 percent in 2012. Korea’s import reliance on the United States has
declined more rapidly, from 24.3 percent in 1990 to 8.3 percent in 2012. In contrast, as
of 2012 China has become the second largest importing source. As with the case for
exports, Korea’s imports from ASEAN are now larger than imports from either the EU
or the United States.

It is important to note that Korea has maintained trade surpluses with its principal
trading partners and regions, except in its trade with Japan and with OPEC member
countries. This aspect highlights two distinctive features of Korea’s trade relations.
First, the industries producing basic material and parts in Korea did not grow at the
same rate as the growth of exports. When Korea shifted its development strategy to an
export-oriented one, export-related Korean firms were using imported parts and basic
materials predominantly from Japan. As a result, since the mid-1960s the primary rea-
son for the trade deficit with Japan has been growth in the importation of parts and
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basic materials from Japan. This deficit reached $24.3 billion dollars in 2010. However,
the dependence on Japan has diversified toward China and ASEAN over the past two
decades. Korea’s trade in parts and basic materials with China and ASEAN has sharply
increased during the past decade, while the share of Japan, the United States, and the EU
has decreased. Korea has produced growing trade surpluses in trading parts and basic
materials with China and ASEAN as well, clearly reflecting the changing configurations
of Korean production networks.

Second, the demand to secure more foreign energy resources has been on the rise.
Oil imports from OPEC members have been the largest single item of Korea’s imports
since the country’s industrial takeoff in the 1960s. For the past decade, Korea’s demand
for foreign energy resources has skyrocketed because its domestic energy production
is limited. Indeed, securing more foreign energy resources was one of the top policy
priorities for Korea’s foreign economic policies during the Lee Myung-bak adminis-
tration (2008-13). In this context, the Korean government has tried to participate in
energy industries in Central Asia, while also expanding bilateral economic ties with
Kazakhstan, Uzbekistan, Turkmenistan, Kyrgystan, and Tajikistan (Yoon et al. 2010).
It has also tried to participate in developing natural gas in Siberia and importing it via
North Korea (Shin 2012), while at the same time pursuing stronger energy ties with
Mongolia, especially as a means of developing renewable energy resources. It appears
highly likely that Korea’s economic ties with ASEAN, South Asia, and Central Asia will
be further strengthened in the future as Korea’s production networks become increas-
ingly regionalized and intraindustry trade is strengthened.

11.2.2. Strengthening a Multitrack Foreign Economic Strategy

The Korean government’s trade policies began to change gradually in the early 1990s
as Korea’s trade relations became more globalized and diversified. The Korean gov-
ernment started to put as much effort into becoming a participant in building strong
multilateral governance as it did in promoting bilateral trade relations with its more
conventional principal trading partners. Although the traditional mercantilist view
still lingers in the policy community, the Korean government’s commitment to a free
trade regime has strengthened as well.

Korea’s trade environment has greatly changed since the early 1