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Foreword

No region of the world today is more dynamic than Asia. Across the
continent, booming countries have built engines of economic growth
that have lifted hundreds of millions out of poverty. Along with this
economic strength has come increased strategic importance, leading to
Asia’s emergence as a principal center of global power in the twenty-
first century.

An essential question associated with Asia’s rise is how to build a
multilateral framework capable of effectively channeling the region’s
energies. Notwithstanding its economic and political advances, Asia
faces a range of challenges. Critical issues, such as the division of the
Korean Peninsula and the status of Taiwan, are unresolved. Linger-
ing historical grievances persist between some of the region’s major
powers. And several countries face enormous internal hurdles, rang-
ing from economic inequality to serious shortcomings in governance,
that could produce scenarios capable of threatening regional stability.
The task for policymakers—both in Asia and in other countries with
interests in the region—is to develop multilateral institutions that can
help manage these challenges while facilitating further economic and
political gains.

In this Council Special Report, commissioned by CFR’s Interna-
tional Institutions and Global Governance program, Evan A. Feigen-
baum and Robert A. Manning examine Asia’s regional architecture and
consider what it means for the United States. They identify shortcom-
ings in the region’s existing multilateral mix and contend that this is not
simply an Asian concern. Instead, the United States must increase its
involvement in shaping Asian institutions in order to advance U.S. stra-
tegic interests and protect the competitiveness of American firms.

To do this, the authors outline six principles for U.S. policy toward
Asia as a whole and recommend particular policies toward Northeast
and Southeast Asia. Among other steps, they urge the United States to
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maintain a strong presence at Asian meetings; avoid intractable secu-
rity issues and focus instead on topics ripe for cooperation; make use of
ad hoc groupings as well as formal ones; and view some Asian institu-
tions that exclude the United States as acceptable or even desirable, just
as with the European Union.

The United States in the New Asia offers a rich analysis of Asia’s mul-
tilateral landscape and makes a strong case for why it matters to the
United States. The report also presents thoughtful recommendations
for how Washington can influence this landscape in ways beneficial to
American interests. The result is a document with important implica-
tions for U.S. policy toward a region that promises to play a central role
in shaping the coming era of history.

Richard N. Haass

President

Council on Foreign Relations
November 2009
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Introduction

President Barack Obama heads to Singapore in November for the 2009
Asia-Pacific Economic Cooperation forum (APEC) summit. It will be
his first foray into the arcane world of Asian multilateralism. And if his
administration adopts a new approach, it could yet fashion a more sus-
tainable role for the United States in a changing Asia.

For more than a decade, creating multilateral forums has rivaled
badminton as the leading indoor sport of Asian academics, think tanks,
and governments. But the United States has mostly watched from the
sidelines as proposals multiply and Asians organize themselves into an
alphabet soup of new multilateral groups.

Most of these recent efforts have produced exceptionally modest
results. Symbolism aside, would Asia be any less secure without the
Association of Southeast Asian Nations (ASEAN) Regional Forum?
What about the Thai-sponsored Asian Cooperation Dialogue, which
includes Bahrain and Bhutan but not the United States, or the misnamed
“East Asia Summit,” which includes India from the subcontinent and
New Zealand from Oceania? Would the security, economic, and envi-
ronmental challenges of East Asia become any harder to address if these
forums ceased to exist?

It is easy for Americans to dismiss such ventures as irrelevant in a
region populated by big powers, where bilateral alliances and ancient
strategic rivalries still loom large. That would be a mistake.

Yes, traditional balances of power endure in Asia. But there are at
least three reasons why U.S. decision-makers ought to take Asian archi-
tecture seriously.

First, Asians themselves take architecture seriously and view multi-
lateral institutions and agreements as essential to the development of
their region. Washington’s credibility in Asia, so important to a host
of U.S. interests, depends, as it has since 1945, on whether and how the
United States adapts to Asian interests, judgments, and goals.
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Second, the United States might yet persuade Asians to fashion a
more effective architecture in the future—one that will help secure its
interests in the region.

Third, and not least, some multilateral institutions that exclude the
United States have become the locus of economic and financial trends
that will increasingly disadvantage U.S. firms and work against U.S.
objectives. Certain preferential trade agreements and financial arrange-
ments, as well as regionally based regulations and standards, threaten
American interests. And some of the new institutions created without
U.S. involvement, notably ASEAN Plus Three,” hold the potential to
marginalize the United States in Asia over time.

For this reason, America’s traditional “hub and spokes” approach
to the region—with the United States as the hub, bilateral alliances as
the spokes, and multilateral institutions largely at the margins of U.S.
policy—is unsustainable. The United States will pay increasing costs to
its interests, credibility, and influence unless it acts to shape multilateral
trends in Asia.

China is becoming a locomotive for other Asian economies and lies
at the center of the region’s supply and production chains. But even ata
time of global financial crisis, the United States continues to bring the
greatest capacity to the table on the greatest number of issues vital to
the future of the region. Surveys show that pluralities of strategic elites
in Asia continue to view the United States as an essential strategic bal-
ancer, vital to stability.! And at least some of the boldest new propos-
als for future regional institutions, such as Australian prime minister
Kevin Rudd’s proposal of a new “Asia Pacific Community,” incorpo-
rate the United States precisely because Washington retains enduring
interests and offers unique capabilities vital to Asia’s future.

A purposeful multilateralism that pools the efforts of those with the
greatest capacity could make Asiaa more prosperous and secure region.
By leading with new ideas and much more vigorous economic engage-
ment by the administration, the United States can help define new roles
foritselfin a changing Asia.

*The ten ASEAN member states (Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philip-
pines, Singapore, Thailand, and Vietnam) plus China, Japan, and South Korea.
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Achieving this more purposeful multilateralism will require leader-
ship by and among Asia’s big powers, as well as adjustments to how the
United States and others have sought to construct multilateral institu-
tions in Asia. If groups are to emerge that enable those with the greatest
capacity to tackle specific problems, they will require a greater focus on
function than form.

But unfortunately, form, not function, has been the principal driver
of nearly all Asian multilateralism for more than a decade. Process has
become an end in itself as Asians have formed redundant group after
redundant group, often with the same membership, closely overlap-
ping agendas, and precious little effect on regional or global problems.
Senior officials meet regularly through these institutions, and that is a
good thing. But none of them has taken collective action in the face of
Asia’s most recent urgent problems. In the tsunami of 2004, the East
Timor crisis of 2006, the avian influenza epidemic of 2007, and the
Myanmar cyclone of 2008, regional institutions were overshadowed by
ad hoc international responses, frequently led by the United States.

One of the ironies of modern Asia is that Southeast Asians built
most regional groups, even though the region’s economic, military, and
diplomatic power resides overwhelmingly in Northeast Asia. Together,
China, Japan, South Korea, Russia, and the United States comprise
close to 45 percent of global gross domestic product. They include the
world’s three largest economies and hold some 50 percent of global
foreign exchange reserves. They are its largest consumers of energy,
its largest emitters of greenhouse gases, and, with the possible excep-
tion of France and India, the world’s leading proponents of civil nuclear
power. They include major nuclear weapons states, three of five perma-
nent members of the United Nations Security Council, and some of the
world’s principal sources of patents for technological innovation.
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How did this mismatch come about? How did the part of East
Asia with so much less economic, technological, and military capac-
ity become the principal architect of nearly every recent effort to pool
Asian power and capacity?

Itis in part an accident of history. At the end of the Cold War, many
Asians worried the United States, which had underpinned security
in East Asia since 1945, would declare victory and simply go home.
ASEAN—a collection of less powerful, Southeast Asian states—called
for dialogues to keep the major players, including the United States,
engaged in the region. The major powers, from Tokyo to Washing-
ton, had no qualms about participating in ASEAN-centric dialogues
because such dialogues did not impinge on their interests.

In fact, creating such a balance in their relations with major powers
was precisely what ASEAN states had in mind. For ASEAN, balanc-
ing the role of great powers to the north—China and Japan—had long
provided an important impetus to regional community building. And
concern about China, in particular, helped drive the transformation of
ASEAN after the end of the Vietnam War.

ASEAN ultimately survived the end of a threat that had provided a
source of its cohesion by bringing reunified Vietnam into the ASEAN
fold. Putbluntly, ASEAN states believed they could more effectively bal-
ance China’s growing weight and influence if Hanoi were safely inside
the ASEAN tent. Thus, as China sought to “cherry-pick” the region—
dealing withissues bilaterally, soits size and power might tilt the playing
field in its favor—ASEAN countries sought to foster greater balance by
discussing issues with China collectively. And in some areas, such as
the South China Sea, China accommodated their concerns, bolstering
ASEAN?s faith in its strategy.



Asia Resurgent

But the proliferation of new multilateral groups in Asia must be viewed
in another context as well. Since the end of the Cold War, the world has
been in transition from an era defined by what it is not (the post—Cold
War world) to a world in which a label has yet to stick. The driving force
for anincreasingly integrated world has been globalization, particularly
in East Asia, where trans-Pacific trade and investment mushroomed
after the Vietnam War, and where intra-Asian trade and investment
took off even faster after 1991. Before the recent economic crisis, intra-
Asian trade had surpassed even that within the North American Free
Trade Agreement (NAFTA). Viewed in thislight, the rise of new forums
coincides with Asia’s coming of age as the hub of the global economy.

Indeed, Asia’s growing web of connections was especially reinforced
by the 1997—98 financial crisis, which hit hardest in places like Indonesia
and Thailand. Across the region, elites came to view the United States as
arrogant and aloof, dictating clichéd solutions to skeptical Asians. And
the United States, which had bailed out Mexico in 1994, refused to bail
out Thailand just three years later, fueling perceptions that it neglected
Southeast Asia. The United States continues to pay a price for those
perceptions to this day.’

In this context, Asians groped for their own solutions. And, more
than any other factor, the traumas of 1997 and 1998 became an inflection
point, spurring the most recent wave of pan-Asian multilateralism.

Those years were the turning point—the moment that provided
the impetus for Asia-only approaches that exclude the United States,
and which also spurred Asia’s turn away from APEC in favor of the
ASEAN Plus Three, which has become the most coherent and substan-
tive pan-Asian grouping. In that sense, the 1997—-98 crisis comingled
with a long-standing desire among some Asians to forge cohesion out
of their region’s enormous differences.
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It is worth comparing Europe and Asia in this regard, since the com-
parison illuminates stark differences and illustrates many of the lega-
cies Asians have sought to overcome.

Europeans have been linked since the end of the Roman Empire by a
sense of the political and economic interrelationships among the vari-
ous parts of their region, by Christianity as their dominantreligion, and
by their subsequent historical struggles with Islam. European collective
identity found expression in the concept of the Holy Roman Empire,
the Treaty of Westphalia, and the Concert of Vienna.

But a jumble of British, French, Dutch, Portuguese, Spanish, Ameri-
can, and other colonialisms marked Asia’s modern history. And Asians
not only experienced different colonial regimes, but were divided by
Buddhist, Confucian, Muslim, Hindu, and Christian religious tradi-
tions as well.

Contemporary Asian regionalism—and the desire to forge at least
some pan-Asian cohesion out of these enormous differences—has
found expression across Asia. Take postwar Japan, a U.S. ally with a
strong sense of trans-Pacific identity. Even as it has nurtured a robust
alliance with the United States, Japan and its bureaucracy have incu-
bated a variety of Asian regional ideas and ideologies, especially with
respect to Asian monetary integration.* It was Japanese officials who
in 1997 proposed the establishment of an Asian Monetary Fund, a pro-
posal that helped give rise to today’s Chiang Mai Initiative of bilateral
swaps among the ASEAN Plus Three countries.” And a new Japanese
governmentunder Yukio Hatoyama—the firstnon-Liberal Democratic
Party government in nearly two decades—now envisions an East Asian
Community, although its details are vague and probably fragmentary
even in Tokyo.°

The responses that emerged from the 1997-98 crisis—Asia-only
bond funds, Asia-only currency swaps such as Chiang Mai, and Asia-
only trade and investment pacts—built on existing concepts and frame-
works. They built, too, on the region’s principal existing multilateral
entity, ASEAN. Today’s ASEAN Plus Three, the East Asia Summit,
and functional ideas such as Chiang Mai have their origin in (or were
lent new impetus by) this searing experience of 1997—98.

But pan-Asian solutions have had little utility in the midst of the
first truly global financial crisis. And, with the exception of the Six
Party Talks on North Korea’s nuclear program, most of the new forma-
tions in the region are centered on process, not function or measurable
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results, and are unwieldy, with too many actors who lack capacity and
thus bring too little to the table on too many issues.

Contrast, for instance, what Japan and China can do to fight financial
contagion with what Laos and Myanmar, or even Vietnam, can realisti-
cally do. Sadly, the same is true of some of the region’s leading trans-
Pacific institutions: Is Asia better positioned to fight today’s financial
crisis because APEC has twenty-one member economies instead of just
the nine that are also in the Group of Twenty (G20)? Oris APEC stron-
ger for including Papua New Guinea and Peru while excluding India,
an Asian giant soon to be a top five global economy that is increasingly
connected to East Asia?

With or without the participation of the United States, regional
groups in Asia duplicate one another’sroles. They have too many mem-
bers, and mostly lack functionality or a comprehensive template to
measure and systematically assess results. They have developed habits
of dialogue, but social interchange and political rhetoric dominate.
Lingering suspicions and historical anxieties remain. Asian concerns
about maintaining “face” have typically meant that the most sensi-
tive topics, from human rights to territorial disputes, are avoided. The
ASEAN Regional Forum is perhaps the best example of this. Itis Asia’s
leading security forum, and yet all of the potential sources of major
conflict—China-Taiwan, Korea, India-Pakistan, and sensitive territo-
rial disputes—are off the table.

For groups to emerge that can solve real problems by pooling real
capabilities, function will need to drive form, not the other way around.
And function ultimately will need to be married to capacity, with those
that have the greatest capacity playing the most significant roles. For
the United States to lead, albeit as an increasingly equal partner, Wash-
ington must demonstrate to Asians that a redefined U.S. role will be
important if a coherent and purposeful architecture for twenty-first
century Asia is to emerge from the present stew.



Wake Up, America

The reality to which the United States must adapt is that Asians are
redefining their region, trying to develop a sense of “Asian” identity
and enhance their clout in the global system. Some forums, including
pan-Asian groups that exclude the United States, are inevitable because
meetings, seminars, summits, and ministerials are so deeply embroi-
dered into the fabric of East Asian international relations. But these
groups now include a nascent pan-Asian trade and financial architec-
ture, with regionalism becoming one layer of the emerging multilay-
ered international system. One challenge, then, is to ensure that Asia’s
regionalism is consistent with global norms and practices, including,
for instance, those of the World Trade Organization (WTO).

The good news is that Americans have woken up—although a fail-
ure by the Obama administration to reinvigorate trade policy, or a
resurgent protectionism, could dramatically undermine America’s
position in Asia. At least a serious debate about architecture is finally
under way in the United States, building in part on the experience of
the Six Party Talks, one of the few groups formed with a well-defined
and specific functional agenda. Washington has at last acceded to the
ASEAN Treaty of Amity and Cooperation as its Asian partners urged
for years.” And on a bipartisan basis, Americans advocate greater Asian
involvement in the G20 and arole for Asia in the international financial
institutions commensurate with its economic and financial weight.

Indeed, one outcome of the September 2009 Pittsburgh G20 is that
decisions were taken that supplant the Group of Eight (G8), with the
G20 becoming the new high table for managing the global economy.
The G20 may thus become an important venue and interface for the
United States with Asia, especially after G20 members decided in Pitts-
burgh toincrease the shares of developing countries in the International
Monetary Fund (IMF) and World Bank by 5 percent and 3 percent,
respectively. A prospective Asia-Pacific “caucus” in the G20 might offer

10
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such a mechanism, allowing the United States to forge trans-Pacific
approaches toregional and globalissues with China, Japan, India, South
Korea, Indonesia, and Australia within the G20 context.

All of this is welcome, and part of a gradual but unmistakable reshap-
ing of the global order of which Asia is an increasingly central compo-
nent. But make no mistake: a more serious American attitude toward
Asian architecture reflects a change of approach, and a bipartisan one
at that.

For more than a decade, through two administrations, both Demo-
cratic and Republican, the United States responded to Asian entreaties
that it get serious about multilateralism by chanting “we like APEC” in
response to nearly every Asian proposal for a new group. But APEC,
too, meets none of the crucial tests: itis large, unwieldy, and built around
an ill-defined “Pacific community” that almost inexplicably includes
small Latin American economies, some of whose principal connection
to Asiais having a beach on the Pacific Ocean. Indeed, APEC, like many
of the new pan-Asian groups, mismatches countries of widely varying
sizes, endowments, and capabilities.

As a Pacific, but not “Asian,” power, the United States needs to base
its efforts on a hardheaded assessment of what tables it needs to sit at
and when and where it can afford to step aside. The United States was
once the preeminent power in Asia and in most respects remains the
critical extraregional actorandstrategic balancer. But primacy nolonger
means hegemony. One way to think about current trends is to recognize
that the post—World War II primacy the United States enjoyed in Asia
was a historical anomaly. The reemergence of Japan, China, India, and
Asia writ large returns Asia to the global stature it enjoyed in the prein-
dustrial period.

Adapting American primacy to the realities of the new Asia means
accepting that some pan-Asian forums are here to stay and will become
central to the region’s political landscape. Americans must understand
that, just as the United States is not a member of the European Union,
Washington does not need to sit in every room or join every conversa-
tion to pursue its core interests in Asia. The policy challenge is to inte-
grate some pan-Asian and trans-Pacific groupings while ensuring that
others function in complementary ways.



The bad news is that the most widely discussed ideas for reinvigorating
U.S. leadership replicate the very weaknesses of existing frameworks.
Americans and Asians increasingly share a tendency to promote over-
lapping arrangements of groups, including groups of vague purpose,
as, in themselves, a solution to Asia’s problems.

Take one idea: the proposed U.S.-China-Japan trilateral process,
which Secretary of State Hillary Rodham Clinton endorsed in a February
19, 2009, interview with Japan’s Asahi Shimbun, now temporarily stalled
but likely to begin eventually with trilateral policy planning talks.®

The new group cuts out the other principal U.S. ally in Northeast
Asia, South Korea. It risks irrelevance if it ducks the hard issues, such as
competing Chinese and Japanese territorial claims, Japanese concerns
about China’s military posture, and Chinese suspicions about the U.S.-
Japan alliance and missile defense. And it will create frustration or even
increased tension if it does try to delve into such tough issues. Although
the new group will grope for purpose, it is not obvious what issues or
capabilities are unique to these three actors and do not already exist in
other multilateral forums.

What is more, the new U.S.-China-Japan trilateral joins a confusing
welter of atleast five existing Asian trilaterals: U.S.-Japan-South Korea,
China-Japan-South Korea, U.S.-Japan-Australia, China-India-Russia,
and U.S.-Japan-India. The latter three countries conduct the Mala-
bar military exercise, but some in New Delhi, Tokyo, and Washington
advocate expanding their cooperation through coordinated diplomatic
and strategic efforts. And among some in the four capitals, lingering
sentiment remains for a prospective quadrilateral bringing the United
States, Japan, Australia, and India together.

Is there a purpose to all this redundant and overlapping geometry?
What is unique to any of these groups of three or four that would
enable enduring solutions to the most pressing security, economic, or

12
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transnational problems? There are almost no issues of significance that
any of these existing or proposed trilateral or quadrilateral groups can
resolve working alone.

Start with energy security, which some have suggested is the most
promising agenda item for a U.S.-China-Japan group, including the
Asahi’s respected editor in chief, Yoichi Funabashi.’

Why notinclude Russia, potentially the major new source of regional
oiland gas supply? Thereis already an Asia-Pacific Partnership on Clean
Development and Climate that includes the United States, China,
Japan, South Korea, India, and Australia, as well as a China-initiated
energy ministers’ dialogue among five of these six countries, exclud-
ing only Australia. There is a raft of existing multinational technology-
based initiatives that include most of these countries. And there is the
Major Economies Meeting on Energy Security and Climate Change
that includes seventeen of the most important economies.

How about financial coordination, another prospective subject
for the U.S.-China-Japan (and China-Japan-South Korea) trilateral?
Why would the United States, China, and Japan not include Europe
in a G4, given that the euro is an international reserve currency, albeit
on a smaller scale than the dollar, and the four largely dominate global
finance? Or why not coordinate instead among central bankers of the
world’s largest reserve currency, the United States, and the largest hold-
ers of dollar foreign exchange reserves, such as China, Japan, Singapore,
and South Korea?



Back to First Principles

A more effective and purposeful multilateralism would begin with les-
sons learned. Neither Asia nor the world lacks a history of successful
multinational coordination. But especially since the end of the Cold
War, the most successful multilateral groups have been ad hoc and infor-
mal, mobilizing specific coalitions to address specific issues, imminent
problems, and immediate crises.

Crisis has tended to be the catalyst of such successful multilateral
ventures. But Asia’s redundant existing mishmash reflects an underly-
ing assumption that dialogue and process are beneficial in and of them-
selves. Thus geometries have been created only to grope for missions
and functions.

At some level, this reflects the liberal institutionalist view that well-
functioning institutions in themselves can mediate problems and ambi-
tions. But recent experience, certainly in Asia, suggests that institutions
are only as useful as the major powers are invested in them. The prevail-
ing approach has devalued most of Asia’s existing architectures while
doing little to foster a more effective one: in every crisis of recent years,
the most effective global and regional problem-solving has been borne
of necessity and focused on results.

The most successful groups have assembled quick-moving countries,
animated by the urgency of crises, that combine interest, resources, and
expertise. They eschew the big international security questions that so
preoccupy think tanks and academe. They are unencumbered by ritu-
alistic institutions and attendant bureaucracies. And they focus on dis-
crete, often imminent problems.

Consider the Tsunami Core Group, through which the United States,
Japan, Australia, and India provided rapid and effective relief around
the Indian Ocean for nine days in 2004 and 2005. As former under-
secretary of state Marc Grossman has put it, the Core Group “was an
organization that never met in one of diplomacy’s storied cities, never

14
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issued a communiqué, never created a secretariat, and took as one of
its successes its own demise.” Indeed, the group was effective precisely
because it was ad hoc—its members “could spend serious money to
deploy capable and sustainable forces to deal with crises.”"°

The same goes for the ad hocresponse to avian influenza, which dem-
onstrates that the United States is hardly the only power in the Pacific
attracted to ad hoc multilateralism. China played an important conven-
ing role in organizing a 2006 pledging conference and promoted inter-
national coordination after aninitial U.S. call to action. Or take the 2008
Myanmar cyclone, when India, Thailand, Malaysia, and others joined
the United States in quickly organizing ad hoc relief mechanisms.

The lesson is straightforward: first identify the functional problem,
and then assemble the right group of players. Put differently: avoid
geometry for its own sake. Form should follow function, and any mul-
tilateral group in Asia is more likely to be effective if it assembles those
with the greatest power and capacity and has a clear, agreed purpose.
Heads of state, ministers, and senior officials can and must meet on some
regular basis, both regionally and globally. For this reason, having an
overarching forum where leaders come together on a regular basis can
be a useful foundation from which to assemble effective mechanisms,
whether ad hoc or more enduring. But durable and effective groupings
are more likely to emerge from demonstrated common purpose than
from abstract geometry.'!

It is not, to be sure, difficult to understand why and how so many
Asianinstitutions took form, notfunction, as their touchstone. ASEAN,
whose members have historically lacked mutual trust for many reasons,
is the best example. In the case of ASEAN, putting form first was not
an alternative to putting some useful function first, but an alternative
to the member states’ continued near isolation. Form helped ASEAN
countries, or at least the original six, become comfortable with one
another and familiar with nearby leaders.

But more than forty years have passed since ASEAN took shape.
And whether in ASEAN or in Asia writ large, disparities of capacity
and conflicting objectives make it difficult to address functional chal-
lenges in large groups or most established institutions.

At a moment of historic transition there is good cause to reevalu-
ate existing institutions and modify them as necessary to adjust to
current realities. At the global level, recent discussion of change in the
management of the IMF is one positive example of this. There ought
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to be a sense of experimentation in efforts to fashion new forums. But
innovation has been sadly lacking in both pan-Asian and Asia-Pacific
groupings. Instead, the region has seen a good deal of hollow process,
driven by bureaucratic inertia or path dependence: groups are formed,
ritualistically meet, ritualistically issue statements, and then ritualisti-
cally persist.



Rules to Live By

Six rules of thumb could guide a more effective U.S. approach. They
can be applied consistently, both to big formal groups, such as APEC,
and to smaller ad hoc groups.

1. Show up. Until a new, more functional approach emerges, the United
States pays a price when the president or cabinet secretaries cancel trips
and skip regional gatherings. These gatherings achieve little—and that
is precisely why it is time for a new, more functional approach to Asian
architecture. But there are huge symbolic political costs to U.S. absence
from existing gatherings. Every skipped meeting reinforces doubts
about U.S. credibility, undermining Washington’s ability to promote a
different approach.

2. Avoid core security issues and focus instead on what is practical. Why?
Efforts to fashion a new security architecture for East Asia have gone
nowhere for several reasons: America’s Asian alliances dissuade secu-
rity competition, provide reassurance, and remain the backbone of East
Asian security; there is simply no basis for collective security among
China, Japan, and South Korea; and collective security is inconceivable
prior to Korean reunification and a mutually satisfactory resolution of
Taiwan’s status.

This means the United States will want to continually reinforce and
adapt its alliances. And it will want to resist any effort to use regional
arrangements that exclude Washington to undermine those vital rela-
tionships. North Korea’s nuclear and missile tests only reinforce to
many in the region the value of the existing—and long-standing—U.S.
security guarantee. And in the coming decade and perhaps beyond, that
desire for the U.S. security guarantee in Asia is unlikely to diminish. In
the interim, nearly every power in Asia is hedging against uncertainty:
What are China’s intentions? What are Japan’s goals?

17
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Until the central questions of Korea and Taiwan are resolved, not
to mention a welter of knotty bilateral and multilateral territorial dis-
putes—and until China and Japan come to terms with each other in a
manner similar to that of the Franco-German reconciliation—there is
no basis for cooperative or collective security in the Pacific. Calls for an
Asian equivalent of the Organization for Security and Cooperation in
Europe and the like have fallen on deaf ears for this very reason.'?

3. Do not limit U.S. thinking to the formal groups. Habits of cooperation
emerge from mutual interests, shared objectives, and, as with the Tsu-
nami Core Group, joint efforts to confront real problems. The success
of ad hoc responses in recent years suggests a premium on informality
and flexibility.

4. Acknowledge that even as Asian powers assume global responsibili-
ties, they will remain attracted to many aspects of regionalism. The global
system is multilayered, complex, and fluid. When the dust clears from
the current financial crisis, the character of economic globalization
may be significantly changed with respect to capital flows, production
chains, and trade patterns in Asia.

In East Asia, it is ASEAN Plus Three that will, most likely, be at the
core of this new regionalism. The group s likely to focus on an economic
agenda that challenges traditional American approaches and certainly
disadvantages U.S. firms.

If Japanese and Korean firms enjoy tariff-free treatment of the man-
ufactures they sell in China while U.S. firms face the current average
most-favored nation rate of 9 percent, American firms will lose sub-
stantial sales in an import market worth well over one trillion dollars.
And they will lose substantial sales in Korea and Japan, too, as ASEAN
Plus Three moves toward further tariff reduction.

ASEAN Plus Three is on a trajectory to become the locus of intra-
Asian trade liberalization. And, with Asians unlikely to embrace the
United States as a member of ASEAN Plus Three, the United States
needs not just to take intra-Asian trade liberalization efforts more seri-
ously, but to conclude the Doha round so that multilateral liberaliza-
tion can erase such intraregional trade preferences. Otherwise, U.S.
economic losses will mount.

ASEAN Plus Three may also become the locus of intensified discus-
sion of Asian monetary interests. Thus, the United States ought to pre-
pare for the Chinese renminbi, in the words of World Bank president
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Robert B. Zoellick, to “evolve into a force in financial markets”—even if
that remains a generation away. 13

5.Donotbalk at every pan-Asian institution that excludes the United States.
Washington can hardly tell the world’s leading economies that they are
not allowed to speak to one another without Americans in every room
and in every conversation. Neither can the United States have NAFTA
or a Free Trade Area of the Americas while telling Asians they cannot
pursue pan-Asian trade arrangements. Some pan-Asian formations are
inevitable, and the United States should view them similarly to its sup-
port for European institutions.

The fact is, most pan-Asian institutions will move forward regard-
less of American views and preferences. So the Asian groups that merit
vigilance from Washington are those that pursue functional agendas
detrimental to American economic or security interests, such as prefer-
ential trade agreements.

But the United States will need to carefully calibrate its responses.
Some of the closest U.S. allies in Asia are actively promoting pan-
Asian arrangements that exclude the United States—for instance,
Japan and South Korea through ASEAN Plus Three, and Japanese
prime minister Hatoyama through his East Asian Community. For the
moment, then, an immediate challenge to the United States is that its
allies are, in some cases, facilitating meaningful pan-Asian architec-
tures that exclude it. Washington’s first response should be to consult
closely with Canberra, Seoul, and Tokyo to encourage coordination
and, where possible, joint efforts.

But that is not enough, and so a sixth and final rule will be essential:

6. Start leading, not least by presenting the region in a consultative manner
with new ideas, including for ad hoc multilateral cooperation. The United
States, quite simply, can no longer succeed without adapting to these
realities of a new Asia. This means it will need to offer a credible alter-
native vision, notleast by strengthening its own trans-Pacific and global
trade engagement but also by suggesting innovative ways to streamline
regional institutions. Americans and Asians need to think together
about how and where trans-Pacific and pan-Asian institutions should
intersect and reinforce each other.

This would usefully begin with a serious conversation with allies
and partners about what the experiments in Asian multilateralism have
wrought in the two decades since the end of the Cold War.
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Asian governments themselves complain about redundant insti-
tutions with overlapping agendas and a deficit of results. Privately,
many concede a growing need to streamline and rationalize Asian
architecture.

So why not join with those Asian voices? For instance, Hadi Soe-
sastro, a leading Indonesian economist, argues that “what needs to be
attempted is to reform and restructure the existing mechanisms so that
they become key elements of amore coherent and consolidated regional
process.”* Indonesia’s leading strategist, Jusuf Wanandji, has proposed
merging the two mostly redundant leaders’ summits—APEC and the
East Asia Summit—one of which includes the United States, the other
of which does not.

Wanandi calls for “a regional institution that could accommodate
the three big powers—China, India, and Japan—in a kind of concert
of power that will be able to maintain future equilibrium in the region,
together with the United States.” Thus, he concludes, “regional archi-
tecture in East Asia and the Asia-Pacific needs consolidation.”'®

Merging the two leaders’ summits would link pan-Asian with trans-
Pacific institutions in just this way, and it would continue to provide an
overarching forum from which to assemble both ad hoc and enduring
functional mechanisms. Indeed, much as the ASEAN Regional Forum
functions as Asia’s security ministerial, the region could convert APEC
from a summit into its economic ministerial, fully melded into a new,
more integrated architecture. Or else, leaders’ meetings could simply
be rotated between APEC and an expanded East Asia Summit. Either
way, the result would be cleaner and much more efficient: one summit,
two functionally specific ministerials, loosely connected. And Taiwan,
which attends APEC but no other regional group because of Chinese
objections, would not suffer drastically because its unofficial represen-
tation would be unaffected by whether APEC is held as a summit or as
a ministerial.

The time is ripe for this sort of fresh thinking because even those
who have been most closely associated with the APEC process now
raise first-order questions about whether it has a future. C. Fred Berg-
sten chaired APEC’s Eminent Persons Group from 1993 to 1995. He
puts the point succinctly: “Do the Asian members of APEC want a pri-
marily Pacific Asia future (whether itis constructed viaa 10+3,10+6, or
something else) or do they want an Asia Pacific dimension as well?” In
arecent options paper, Bergsten (who would prefer that Asians join the
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United States in rescuing and reinvigorating APEC) even offers “ter-
minate APEC” as one of his options—for instance, if Asians should
instead decide that their seats in the G20, combined with their sheer
economic and political weight, are enough to protect Asian interests
and ensure “respectful attention by the United States.”'® Bergsten’s
American voice has been joined by Asian voices. Barry Desker, a lead-
ing Singaporean strategist, is equally blunt: “If APEC fails to break new
ground, it will soon fade.”"’

There have been potentially important, if modest, efforts among
APEC members to move beyond consensus decision-making and take
concrete steps toward WTO-compatible free trade expansion among
those prepared to move forward. A P4 (New Zealand, Singapore, and
Chile, later joined by Brunei) launched such an agreementin 2003, turn-
ing it into a P7 with Australia, Peru, and Vietnam in 2008. The United
States joined the fray at the end of the Bush administration, dubbing it
the Trans-Pacific Partnership (TPP). But even as Canada is now con-
sidering joining the agreement, the Obama administration has put U.S.
participation on hold. Such steps could be the building blocks for an
eventual Free Trade Area of the Asia-Pacific (FTAAP), but that remains
a distant aspiration.

For Americans who believe a sustainable U.S. role in Asian architec-
ture requires robust functional linkages, it is clearly time for the United
States to lead creatively with friends and allies—perhaps by returning
APEC to its economic roots, perhaps even by moving beyond APEC,
but certainly through reinvigorated trade policies in the region.



Northeast Asia: Getting Serious

In the end, the greatest challenge to multilateral cooperation will lie in
Northeast Asia. Collective security isinconceivable at present, but endur-
ing solutions to a host of transnational issues will require cooperation
among those with the maximum capacity and interest to solve them.

China, Japan, and South Korea (the Plus Three) have created a tri-
lateral mechanism, focused mainly on economic issues. But addressing
issues at the core of the Plus Three agenda—trade, investment, stan-
dards, and energy security—would be more effective and efficient if it
included the capabilities of the United States. And the United States has
tangible and vital interests in nearly everything that happens in North-
east Asia.

A good place to start pooling the resources of those with maximum
capacity would be to expand this Plus Three to the five players who have
cooperated in the Six Party process. Expansion from three to five would
bring together the five major actors in the north Pacific who combine
interest, resources, capacity, and expertise on a host of economic, envi-
ronmental, transnational, and diplomatic questions. Converting the
existing Plus Three into a forum that assembles the right players also
offers a better chance than the proposed U.S.-China-Japan trilateral of
ensuring lasting cooperation on a modest—but concrete—agenda for
Northeast Asia.

This could be done in several ways. It could mean adding the United
States and Russia to the existing Plus Three to create a formal five-party
mechanism for Northeast Asia. It could also mean starting with five-
party coordination on the margins of the G2o.

A five-party mechanism is appealing on several levels: although the
United States will have to stand aside as some pan-Asian institutions
advance, it is, by virtue of geography and history, a Pacific power and
especially a north Pacific power. Only twelve miles in the Bering Strait
separate the United States from the Asian mainland. The United States

22



Northeast Asia: Getting Serious 23

has vital interests that suggest it will remain a north Pacific power for as
far as the eye can see. Meaningful and effective Northeast Asian institu-
tions ought to reflect that, both in their membership and agenda.

At the same time, the Six Party diplomacy has been a pathbreak-
ing exercise. The North Koreans have stymied the ultimate objective
of denuclearization, but the lesson for the other five is that they can
still work well together when they share an overlapping interest and a
focused, functional objective. They can work well together in a variety
of ways, even if the sixth party ultimately prevented their earlier efforts
from succeeding.

Atvarious junctures, other countries sought to join the North Korea
denuclearization dialogue. But these five—and no others—are at the
table because each possesses a specific and material set of tools and core
interests for addressing the nuclear problem. Each brought real capac-
ity to the table—diplomatic, economic, or political. In this instance, as
in few others in the history of Asian institution-building, form followed
function and capacity determined who ultimately sat at the table.

In May 2004, the United States, recognizing the unique concen-
tration of global power among these five countries, sought to explore
this sort of five-party mechanism. It proposed five-party policy plan-
ning talks with a modest, but focused, agenda distinct from the ques-
tion of North Korean denuclearization: oil and gas pipeline strategies,
coordination of strategic petroleum reserves, localized environmental
problems such as Asian “yellow dust” and “brown cloud,” civil nuclear
safety, public health policies, and regional economic cooperation.

The idea foundered—even though Japan and South Korea embraced
it, and Russia offered a provisional yes—because China worried about
North Korea’s reaction and a resulting drag on the Six Party Talks.

But five years later, North Korea appears to be seeking deliverable
nuclear weapons. It has tested two nuclear devices, launched two rock-
ets, threatened further nuclear and missile tests, and generally isolated
itself in the bargain. Pyongyang’s rhetoric suggests it seeks to be dealt
with in any future talks as a nuclear weapons state.

So whether North Korea eventually returns to the Six Party pro-
cess—as it well may, as aresult of Chinese blandishments—the other five
countries have common interests quite apart from North Korea. And
now more than ever, there is no reason to give Pyongyang a veto over
the future of Northeast Asian cooperation, especially on issues where
North Korea has few interests and brings zero capacity to the table.
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On a rich agenda of transnational and economic issues, such as
those that animated the 2004 U.S. proposal, the five have overlapping
interests but pursue too few complementary policies. The three main
powers of the region are also moving forward without the United States
through their creation of the Plus Three, an outgrowth of the ASEAN
Plus Three. In that setting, Beijing, Seoul, and Tokyo have sought break-
throughs not on the security questions that so preoccupy Americans
but on bread-and-butter issues such as investment, trade, financial and
exchange rate questions, regulatory standards, energy, and tourism.

That offers a more robust agenda for cooperation than the peace
and security mechanism that has long been the focus of discussion in
Northeast Asia. The Six Party Talks convened a constituent working
group, including Pyongyang, to explore it. But the prospects for such a
security mechanism are dim. If a breakthrough were achieved on North
Korea, including, ultimately, a path to normalization of its relations
with the United States and Japan, there would indeed be arich, security-
centered agenda for a six-party Northeast Asia forum. But such prog-
ress seems more distant than ever.

Atthis point, then, the more compelling rationale for security-related
cooperation among the five is contingency planning, including manag-
ing the transition to an eventually reunified Korea. Given the political
trajectory of North Korea as it falls further and further behind the rest
of a dynamic Northeast Asia, managing change on the Korean Penin-
sula could offer an organizing principle. The five main players would
be prudent to begin quietly discussing how to cope with various pos-
sible contingencies and responses—although this is something even
South Korea and Japan, both allies of the United States, have histori-
cally found difficult to do. The five could pursue nontraditional security
issues, such as disaster relief. But introducing China into the equation
could make cooperation more difficult still. After China’s 2008 Sichuan
earthquake, for example, Chinese sensitivities precluded Tokyo from
sending a C-130 carrying tents and blankets for the victims, so Japan
had to opt instead for a charter.'® Beijing has also been reluctant to dis-
cuss planning for humanitarian crises that could occur on the Korean
Peninsula. Until the fundamental security dynamics in Northeast Asia
change, the obstacles to any agenda that pursues regionwide coopera-
tive or collective security remain high.

But there are more useful organizing principles than security coop-
eration, in any case. Expanding the Plus Three to five would bring
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additional capacity and resources to the table on ahost of vital economic
and transnational issues that have little to do with North Korea. The
door could remain open to North Korea, largely symbolically. Beijing
and Seoul would likely seek to include Pyongyang if its behavior were
to change. And if North Korea’s behavior were to improve dramati-
cally, the greater security interests of the United States would argue for
Pyongyang’s inclusion as well. The fact remains, however, that the five
have a qualitatively different role and status, and, unlike North Korea,
they bring substance and tangible capabilities to the table on a rich
menu of interests unrelated to security.

That reflects their economic, technological, strategic, environmen-
tal, and financial weight. Each brings something to the table that could
contribute to a modest, clearly defined, results-oriented effort. And
there is precedent on which to build: both the 2004 U.S. proposal for
five-party policy planning talks and a subsequent Japanese proposal for
a five-party Northeast Asia energy mechanism.



And Southeast Asia?

Meanwhile, the United States will need to continue and expand its
robust engagement with Southeast Asia, notleast because ASEAN will
remain at the core of Asia’s large, formal multilateral institutions. The
ASEAN Regional Forum, ASEAN Plus Three, and other mechanisms
are here to stay. And a U.S. presence is not only welcomed but expected
in the forums and institutions in which Washington participates. But
Washington is also well positioned to capitalize on enormous bilat-
eral opportunities, especially with Indonesia and Vietnam. The United
States has many more reasons to engage Southeast Asia than the future
of regional institutions. And this suggests that Washington should not
rely on ASEAN as its sole vehicle for such engagement.

Of course, even as the United States pursues ad hoc mechanisms
and moves beyond ASE AN-centric multilateralism, it would be foolish
to pay ASEAN no heed. Forty years of commitment to ASEAN has,
in many ways, altered the fundamental dynamics between Southeast
Asian states. The formation of ASEAN, which has grown to represent
some 500 million people, was made possible by Indonesian president
Suharto’s abandonment of Sukarno’s policy of Konfrontasi with Malay-
sia. But ASEAN gained its cohesion from shared concerns about com-
munist expansion beyond Indochina, and it has successfully leveraged
meetings at all levels of leadership and bureaucracy to foster a sense of
common interest, reinforced by personal acquaintance with counter-
parts in other ASEAN capitals. It has also had some notable successes.
ASEAN played a useful role, for example, in the 1991 Cambodian peace
settlement. In a region once wracked by conflict, it is significant that
war has never broken out between ASEAN members.

Quite appropriately, then, in September 2008 the United States
became the first ASEAN dialogue partner to appoint an ambassador
to ASEAN, an initiative spearheaded by Senator Richard G. Lugar
(R-IN) and completed in the last months of the Bush administration.'
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The United States now works with ASEAN through the ASEAN-U.S.
Cooperation Plan announced in 2002; the ASEAN-U.S. Technical
Assistance and Training Facility established inside the ASEAN sec-
retariat in 2004; the ASEAN-U.S. Enhanced Partnership agreement
signed in 2005; the Enhanced Partnership Plan of Action signed in
2006; the ASEAN-U.S. Trade and Investment Framework Agreement
also established in 2006; and under the rubric of the Treaty of Amity
and Cooperation, which the United States joined after the Obama
administration took office in 2009.%°

But although the United States has done well to reinforce its relation-
ship with ASEAN, and thus its relationships in Southeast Asia, an intel-
lectually honest appraisal should also acknowledge ASEAN’s severe
limitations. As Indonesia’s Wanandi has bluntly put it, “ASEAN’s lim-
ited cohesion hasbecome alimiting factor.... [Itis] increasingly doubtful
whether ASEAN will be able to take the lead in institution-building.”

Expansion of its membership to Indochina and Myanmar and the
weakness of ASEAN’s alphabetically rotating chairmanship have cre-
ated structural limitations to ASEAN effectiveness. ASEAN’s found-
ing members, understandably, wanted all ten Southeast Asian countries
joined as a cohesive force to help balance China. But their timing was
poor: Myanmar could not be assimilated to ASEAN ways and—unlike
Vietnam—Cambodia and Laos carry little weight. A “wise persons”
commission asked to advise on the creation of an ASEAN charter rec-
ommended replacing consensus with majority decision-making, but
the adopted charter has fallen short of this goal.

One question, then,iswhether ASEAN members share the creativity
the European Union has demonstrated in negotiating and attempting
to ratify the Lisbon Treaty. Asia is not Europe, and Asian institutions
can hardly be compared to the EU. But the Lisbon process, like the EU
constitutional process that preceded it, has reflected a sense of trial and
error and an effort to improve Europe’s institutions. That process of
experimentation continues apace in Europe.

ASEAN may change slowly, but Southeast Asia is changing dramati-
cally. Thailand and the Philippines have become less coherent polities,
less effective both inside and outside the ASEAN context. Indonesia,
Singapore, and Vietnam have become more prominent and economi-
cally dynamic, with robust bilateral ties to the United States. As a
vibrant new democracy and a member of the G20, Indonesia warrants
special attention, not least because the Yudhoyono government seeks
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a broad-based partnership with the United States. Meanwhile, U.S.-
Malaysia relations have improved on the basis of trade, counterterror-
ism cooperation, and military exchanges.

The United States has been doing more with ASEAN, especially
through the Enhanced Partnership announced by the Bush administra-
tionin 2005. Butit has also been doing more—much more—bilaterally.
And given the considerable gap in military, economic, and diplomatic
power between Northeast and Southeast Asia, there will always be seri-
ous limitations to ASEAN-centric multilateralism.



Conclusion

For so many reasons, the nature of American engagement in Asia will
shape the region’s future. But it is essential to adapt U.S. policy to the
contours of change in Asia if the United States wishes to remain vital
and relevant there. A generation hence, in 2030, the United States could
find its firms at a competitive disadvantage in a part of the world that
will constitute about half of the global economy. Already we see, for
example, South Korea moving ahead on a free trade agreement with the
European Union as the Korea-U.S. Free Trade Agreement languishes
in Washington. And that is not the end of the story. The United States
could find an Asia much less willing to accommodate its interests, and
particularly its commercial, economic, and financial interests. Without
vigorous engagement, especially multilateral trade engagement and lib-
eralization, American credibility and influence will wane. Others will
fill the vacuum.

The punch line, then, is this: President Obama has a unique oppor-
tunity to adapt U.S. policy to the new realities of a changing Asia.
The starting point remains America’s bilateral alliances and partner-
ships, which lie at the core of U.S. engagement with the region. But it
is time to build on these rich, multifaceted relationships by exercising
greater multilateral leadership in Asia and reinvigorating U.S. leader-
ship on global and regional trade liberalization. And it is essential that
the United States begin a serious conversation with its Asian partners
about a more purposeful and functional multilateralism that respects
Asia’s trajectory while redefining how and where the United States fits
into a twenty-first century Asia.
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