To what extent are China and ASEAN States partners and to what extent are they rivals?
This paper will examine the current economic and political climate of the South East Asian region paying particular attention to the relations between China (hereafter PRC) and the ASEAN countries. Although due to space constraints details will not be explored, since its inception there has history of political tension and rivalry existing between PRC and ASEAN countries but in recent years this has begun to change. This paper will suggest that whilst there is more economic cooperation between PRC and the ASEAN countries, the development of PRC has only served to shift the rivalry between the countries. The economic development of PRC has allowed mutually beneficial partnership through trade. However, it is argued that the underlying issues of territorial conflict still remain and this rivalry could re-emerge in the not too distant future.

Partnership and rivalry can take many different forms. Partnership and rivalry obviously encompass a vast range of factors but the focus for this discussion will primarily be on the economic and the political aspects. The reason for this focus is that the two are inextricably linked; political rules create a framework within which the market functions whilst economic strength provides an important basis for political power. In the case of Sino-ASEAN relations, military conflict, where it has occurred has been largely due to the expansionist policies of PRC trying to pursue economic ends with regards to oil and gas resources and political ends by establishing themselves as the regional hegemon. 
By providing a brief history of ASEAN we can begin to understand how relations between ASEAN and PRC have developed and discern whether they are conducive to rivalry or partnership.  ASEAN is an acronym for the Association of South East Asian Nations. ASEAN is a regional alliance which was formed in Bangkok in 1967 by, Indonesia, Malaysia, Philippines, Singapore, and Thailand.  Brunei Darussalam joined in 1984, Vietnam in 1995, Laos and Myanmar in 1997, and Cambodia in 1999. The alliance took over the non-military role of the Southeast Asia Treaty Organization in 1975. “The Association represents the collective will of the nations to bind themselves together in friendship and cooperation and, through joint efforts and sacrifices, secure for their peoples and for posterity the blessings of peace, freedom, and prosperity.”
 The ASEAN region has a population of about 500 million, a total area of 4.5 million square kilometres, a combined gross domestic product of US$737 billion, and a total trade of US$720 billion.
 The alliance was formed at the height of the Cold War with the backing of the United States and Japan who wanted to contain China, it was in effect, a political alliance against the spread of Communism and socialist revolution.
The ASEAN Declaration states that the aims and purposes of the Association are: (i) to accelerate the economic growth, social progress and cultural development in the region through joint endeavours in the spirit of equality and partnership in order to strengthen the foundation for a prosperous and peaceful community of Southeast Asian nations, and (ii) to promote regional peace and stability through abiding respect for justice and the rule of law in the relationship among countries in the region and adherence to the principles of the United Nations Charter. In 1995, the ASEAN Heads of States and Government re-affirmed that “Cooperative peace and shared prosperity shall be the fundamental goals of ASEAN.”   Member states signed an agreement in 1992 to establish an ASEAN free-trade area (AFTA) by the beginning of 2008. However, at a summit in Hanoi, Vietnam, in December 1998, it was agreed to establish AFTA by 2002 for ASEAN’s longer-serving members, with 90%; of products covered by free trade in 2000. 
From this we can establish that ASEAN clearly exists primarily for political and economic reasons and rather than being an overtly military alliance such as the type of NATO, it serves more as a support network based on mutual respect rather than shared military power. The ASEAN declaration does not overtly suggest anything which would necessitate conflict between PRC and ASESAN states. As Dittmer suggests “East Asia consists of four great powers (China, Japan, Russia, and the U.S.), three middle powers (Taiwan and North and South Korea), and a sub regional bloc (ASEAN), which is too large (with some five hundred million people) to be a middle power and too fractious to be considered a great one."
 There is in no sense a direct power struggle between PRC and ASEAN states. Additionally, whilst PRC does not belong to the ASEAN group of states, in recent years the dialogue between ASEAN and PRC has increased dramatically as PRC has been involved in discussions about territorial disputes in the South China Sea. 
It is prudent to examine military developments as these can have huge influence and repercussions on economic development in the region. Generally speaking, Southeast Asian armed forces have only very limited power projection capabilities balance despite their own military modernisation programs by incorporating high-tech weaponry and developing indigenous defence industries in recent years. PRC’s armed forces as the “next superpower” have by contrast, so far faced no cuts due to the relative economic stability. In this light, the pace of PRC’s military reforms and modernisation contributes to the security perception of a looming Chinese threat that might come true for its neighbours much earlier than previously assumed. 

Without providing a chronology of Sino-ASEAN relations, historically, there has been conflict - not exclusively between PRC and ASEAN states but also between the ASEAN states themselves in this region. However, whilst ASEAN states have largely accepted rulings by international law, PRC has liked to play its own rules within the game. The most difficult issue in Sino–ASEAN relations is the territorial conflicts in the South China Sea. The overlapping claims in the South China Sea, particularly those in the Spratlys by PRC, Taiwan, Vietnam, Malaysia, the Philippines and Brunei and in the Paracels by PRC, Vietnam and Taiwan, have the potential to create instability in the ASEAN region, and potentially even the larger Asia–Pacific. PRC believes its sovereignty over the South China Sea is ‘indisputable’ and does not appear to have any desire for pragmatism or the capacity to make realistic concessions on its claims for sovereignty in this region.  PRC has a longer term strategic perspective in mind when dealing with its adversaries in sovereignty disputes. From a historical perspective, “China’s growing assertiveness in the South China Sea is merely a return to a familiar area which it perceives as its natural sphere of interest and influence.”

The Paracel and Spratly island groups, believed to be rich in oil and gas, are claimed in whole or part by Vietnam, China, Brunei, Malaysia, the Philippines and Taiwan. “The greatest potential threat to the diplomatic effect of Sino–ASEAN relations is the dispute in the South China Seas.”
 The Spratly Islands dispute remains perhaps the most contentious issue between PRC and ASEAN states. Bilateral and multilateral talks over these South China Sea islands have begun, but the lack of previous progress with these talks is perhaps a sign that the rivalry is set to continue.
There is certainly potential that the PRC assertiveness’ could at some stage escalate the rivalry between the two factions into armed conflict. Almonte, the Philippine adviser for the president and the General Director of the National Security Council, suggests: “East Asia’s greatest single problem is how to incorporate PRC into its regional arrangements – how to ‘socialise’ the country by reducing the element of threat while accentuating the positive elements in China’s regional relationships.”
 This negative perception of Chinese foreign policy is echoed by Umbach who suggests, “…although PRC has faced increasing political and diplomatic resistance from the neighbouring ASEAN countries it is, indeed, risking becoming isolated, by maintaining a kind of “salami-tactic” and by playing chess with its neighbours – one offensive move forward to bolster its territorial claims and then waiting on a counter reaction, thereby hoping to stimulate divisions among the ASEAN states.”
 To date these tactics have seemed to pay dividends for PRC as they have managed to install some small military installations on many of the islands they contest as theirs.

Some would argue that the ASEAN’s states’ insistence on peaceful negotiations is inimical to their progress. Cloughley suggests “ASEAN might never be a NATO but there is no reason why it should not present a more robust and united front to those who tend to ignore the association or take advantage of the ASEAN way. The combined forces of ASEAN are in total impressive in quantity and quality. But they lack cohesion, definition of objectives, and even general cooperation. Major benefits would accrue if these limitations were to be addressed.”
 PRC’s provocative behaviour may have significant long-term security implications for ASEAN and the stability in the region. ‘Kowtowing’ to PRC’s increasing assertiveness may only encourage more dangerous behaviour. ASEAN’s Secretary-General Rodolfo Severino stated as an excuse: “We have bigger problems to deal with, particularly the economy.” In this light, ASEAN, being unable to combine in defence of their interests, failed miserably. The message to PRC is that further expansion will not be seriously protested, much less contested. This is a recipe for potential disaster. In the light of “preventive diplomacy”, ASEAN’s failure to confront PRC might rather increase the prospects for further miscalculation on both sides.
PRC’s increasing assertive behaviour in the South China Sea since the end of the 1980s must be seen in the wider context of its energy and other resource-related policies which are a basic pre-condition for its future economic growth. This is the sense in which economics and politics are inextricably linked. It is in this mindset that PRC’s expansionism should be understood. Many security specialists in the region have interpreted PRC’s behaviour as another indicator for how much the balance of power and influence has shifted to PRC since the onset of the region’s economic crisis, which have weakened ASEAN economically, militarily as well as politically. “From the political and security perspective, whether China will constitute a threat to the Southeast Asian region is really a matter of perception.”

We have thus established that there is no immediate power struggle between PRC and ASEAN although there is certainly the potential for rivalry to escalate into conflict. Additionally, in economic terms, there is some clear competition between PRC and ASEAN states. The development of PRC in attracting FDI will lead to greater economic competition between ASEAN states and PRC. The reason for this is that both have reached similar levels of economic development and this is likely to intensify competition in the labour-intensive agricultural sector, manufacturing and mining. “The United States, Japan and the European Union, ASEAN’s major economic partners, may find the trade and investment packages in PRC to be more attractive than those of ASEAN.”
 This opinion is shared by the Prime Minister of Singapore, Goh ChokTong, who, in response to a question on PRC’s WTO accession, said, ‘it is a matter of concern, because China will become a very attractive market for investments’. He emphasised that ‘unless we [ASEAN] are able to compete, it is going to divert investments from the region. We’ve got to get our act together.’
 It is in this sense, in attracting FDI and multinationals that there is clearly rivalry between PRC and ASEAN countries.
Governments of the ASEAN group in particular have been extremely concerned at the prospect of FDI diversion and the loss of export market share in OECD economies to PRC. Econometric results suggest that, in the short run at least, ASEAN and PRC are experiencing intensified export competition in prominent third markets such as Japan and the US. Host & Weiss believe “…there was indeed a substantial and widespread loss of export markets across the majority of product categories in the period 1995–2000. Furthermore, this loss tends to be greatest in the export activities in which ASEAN economies are most specialised, findings that confirm and sharpen current thinking on short-run loss of competitiveness to China.”

However, it is important to highlight that loss of competitiveness as defined here refers to loss of market share relative to PRC - not necessarily an absolute decline in exports. Whilst there is rivalry and competition for investment and ASEAN states and PRC, as both are in a similar critical stage of political and socio-economic transformation, PRC growth is not necessarily at the expense of the ASEAN states. There are numerous reasons for this. PRC bilateral trade with the ASEAN-6 increased at an annual rate of over 20 per cent to almost $19 billion in 1995 with a 41,8 per cent increase over the amount of 13 billion in 1994. In total, 3 per cent of PRC’s exports go to Southeast Asia and 7 per cent of ASEAN’s exports go to PRC. In doing so, ASEAN as a region has replaced Taiwan as PRC’s fifth largest trading partner.
 Thus we can see that in strictly economic terms, this is not a zero-sum game; both PRC and ASEAN states can benefit.
The vast PRC market and complex technical and production structures allow ASEAN to develop complementary or mutually beneficial economic interactions. Some would argue that if the competition is healthy, it could promote the necessary structural adjustment, diversification and value addition for the products concerned. The introduction of the PRC challenge could help ASEAN to expedite its own economic integration by initiatives like the ASEAN Free Trade Area (AFTA), ASEAN Investment Area (AIA), the ASEAN Investment Co-operation (AICO) and others. ASEAN also appreciates PRC efforts to ease the region out of the Asian financial crisis. Notably, by not devaluing the Yuan, taking part in IMF aid packages and trying to establish increased trade and investment through its infrastructure development programs. 

Furthermore, extensive trade flow analysis reveals, however, that “…in the long run globalisation can accommodate export growth by all the economies of East Asia, if aggregate growth can be sustained to facilitate the structural adjustments necessary for an optimal regional division of labour.”
There is considerable potential for a complementary system of trade between ASEAN states and PRC, each being enabled to use its comparative advantage. There is considerable evidence, to suggest that the PRC recent rapid growth has generated substantial opportunities for trade and investment in regional partner economies. “This rapid growth has sucked in large volumes of imports of both primary and manufactured goods that have compensated its neighbours for their losses of market share in the US and Japan. ”
  The PRC themselves suggest “It is true that China and ASEAN are highly complementary to each other in terms of agriculture, mechanical and electrical equipment manufacturing, medicine, transportation and other fields, where both sides can have extensive cooperation. ”
 Many would therefore suggest that even the concern over FDI diversion, which appeared an obvious ‘threat’ a few years ago, can be set aside on the basis of substantial empirical evidence. 

In conclusion, we can see that the historical rivalry over territory in the region has not been solved, although it has to some extent been hidden. The potential then, for conflict sometime in the future still remains. Furthermore, there is undoubtedly competition in attempts to attract FDI and high tech capital investments. However, the increasing economic interdependence means that conflict over territory in the short term is unlikely. Moreover, there is the potential for continued economic partnership between PRC and ASEAN with the potential to develop mutually beneficial economies through trade linkages and exploiting each region’s comparative advantage. In political terms, the problems caused by territorial disputes still have the potential to escalate into military conflict. If security concerns and contestations of territory can be pushed into the background and concentrate on economic relations this partnership can continue and the future looks to be one not of rivalry, but of partnership. 
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