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Trends in Southeast Asia



The Institute of Southeast Asian Studies (ISEAS) was established
in 1968. It is an autonomous regional research centre for scholars
and specialists concerned with modern Southeast Asia. The Institute's
research is structured under Regional Economic Studies (RES), Regional
Social and Cultural Studies (RSCS) and Regional Strategic and Political
Studies (RSPS), and through country-based programmes. It also houses
the ASEAN Studies Centre (ASC), Singapore'’s APEC Study Centre, as
well as the Nalanda-Sriwijaya Centre (NSC) and its Archaeology Unit.



FOREWORD

The economic, political, strategic and cultural dynamism in Southeast
Asia has gained added relevance in recent years with the spectacular
rise of giant economies in East and South Asia. This has drawn
greater attention to the region and to the enhanced role it now plays in
international relations and global economics.

The sustained effort made by Southeast Asian nations since 1967
towards a peaceful and gradual integration of their economies has
had indubitable success, and perhaps as a consequence of this, most
of these countries are undergoing deep political and social changes
domestically and are constructing innovative solutions to meet new
international challenges. Big Power tensions continue to be played out
in the neighbourhood despite the tradition of neutrality exercised by the
Association of Southeast Asian Nations (ASEAN).

The Trends in Southeast Asia series acts as a platform for serious
analyses by selected authors who are experts in their fields. It is aimed at
encouraging policy makers and scholars to contemplate the diversity and
dynamism of this exciting region.
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Explaining China’s
2+7 Initiative Towards ASEAN

By David Arase

EXECUTIVE SUMMARY

China’s 2+7 Initiative towards ASEAN aims to create an economic,
security and political partnership that will be deeper than ASEAN’s
partnerships with other external powers.

This partnership would be inherently unequal and China’s effort

to secure this relationship should be seen in the context of China’s
agenda to achieve great power status. China seeks Southeast Asian
followers within a larger China-centred Eurasian community.

The 2+7 Initiative diverts attention from South China Sea territorial
disputes and directs the attention of ASEAN as a whole towards
new Chinese aid, trade, and investment. In exchange for economic
resources, China hopes to establish new common understandings in
the management of Southeast Asian political and security affairs.
China’s agenda could inhibit ASEAN’s freedom and centrality in
regional agenda-setting. And a new political-security partnership
with China that ignored its unilateral coercive efforts to change

the territorial status quo in the South China Sea would accept

and normalize a situation that worked against important national
interests of certain ASEAN members.

To succeed in its effort to develop greater institutional strength and
unity, ASEAN must pay attention to the distribution of costs and
benefits that agreements with external powers generate. To guard its
unity and integrity, ASEAN should agree that it will not sacrifice the
interests of some members in order to gain benefits for others.



Explaining China’s
2+7 Initiative Towards ASEAN

By David Arase'

INTRODUCTION

China’s 2+7 Initiative towards ASEAN was first advanced by Premier Li
Kegiang at the October 2013 China-ASEAN summit, and he reaffirmed
itat the November 2014 China-ASEAN summit.” This 2+7 Initiative uses
economic incentives to raise formal policy dialogue and coordination in
regional economic, political, and security matters between China and
ASEAN to a higher level than ASEAN presently enjoys with any other
dialogue partner. This initiative is the product of China’s new agenda
under the leadership of President Xi Jinping to achieve great power
status.

What will it mean for ASEAN? To answer this question, I first review
the 2+7 initiative and then proceed to indicate how it reflects Xi Jinping’s
broader agenda to achieve the “great rejuvenation of the Chinese nation,”
the ultimate rhetorical aim of Xi Jinping’s leadership agenda which will
be explained in more detail below. Next, | discuss the trade-offs created

' Professor David Arase was a Visiting Senior Fellow at ISEAS. He is a Resident
Professor of International Politics at The Hopkins-Nanjing Center for Chinese
and American Studies at Nanjing University, The Johns Hopkins-School of
Advanced International Studies (SAIS).

> Remarks by H.E. Li Keqgiang Premier of the State Council of the People’s
Republic of China At the 16th ASEAN-China Summit, 10 October 2013
<http://www.fmprec.gov.cn/mfa_eng/topics 665678/Ikqzlexdyldrxlhy 665684/
t1089853.shtml>; Remarks by H.E. Li Keqiang Premier of the State Council
of the People’s Republic of China At the 17th ASEAN-China Summit,
13 November 2014 <http://www.fmprc.gov.en/mfa_eng/wjb_663304/zzjg
663340/yzs 663350/xwlb_663352/t1212266.shtml>.



by China’s diplomatic initiative. I conclude with thoughts about how
ASEAN can deal with external powers that offer cooperation packages
such as the 2+7 Initiative.

CHINA’S NEW DIPLOMATIC INITIATIVE
TOWARDS ASEAN

In March 2013, the National Peoples” Congress elected Xi Jinping as
President (head of state) and Li Keqiang as Premier (head of government)
of China. At that moment, China’s relations with ASEAN not only lacked
forward momentum, but were vexed by discord caused by assertive
unilateral Chinese actions since 2009 to advance control over its ill-
defined 9-dash line jurisdictional claim in the South China Sea.

China’s new leaders wasted little time in lifting China-ASEAN
relations out of the doldrums. Premier Li Keqiang and President Xi
Jinping made separate visits to Southeast Asia in October 2013, but the
two visits were coordinated to lay out an ambitious vision for the future
of China-ASEAN cooperative relations. Premier Li Keqgiang proposed a
concrete cooperation agenda called the “2+7 Initiative™ at the 2013 China-
ASEAN Summit.’ The goal is to advance policy coordination in two broad
areas simultaneously: regional security-political policy coordination and
regional economic development. To advance cooperation in both areas,
Li Kegiang offered seven policy agendas to be outlined below.

President Xi made a more visionary call for China-ASEAN
partnership during his visits to Indonesia and Malaysia. He proposed
the establishment of a new Asian Infrastructure Investment Bank and
announced a “21* Century Maritime Silk Road” initiative to boost China-
ASEAN maritime cooperation and trade through Chinese investment in
port infrastructure development.* Xi Jinping also spoke of his desire

* Ibid.

* Creating a New Landscape for the Diplomacy with Neighboring Countries
and Boosting the Asia-Pacific Regional Cooperation — Foreign Minister Wang
Yi Talks about President Xi Jinping's Visit to Indonesia and Malaysia and
Attendance of the 21st APEC Economic Leaders’ Meeting. 9 October 2013
<http://www.fmprec.gov.cn/mfa_eng/wjb_663304/wjbz_663308/2461 663310/
t1088099.shtml>.



to unite China and ASEAN into a “Community of Common Destiny”
(mingyun gongtongti).” The vision that Xi Jinping painted is both new
and central to China’s approach to ASEAN, but it is not exclusive to
ASEAN. That is, the proposed institutions, norms, and agreements that
Xi alluded to when he mentioned the 21 Century Maritime Silk Road,
the Asian Infrastructure Development Bank, and the Community of
Common Destiny include countries outside of Southeast Asia because
these proposals, discussed below, help to constitute China’s overall
Eurasian agenda as a great power.

What is new, central, and specific to ASEAN is Li Keqiang’s 2+7
Initiative, and so we will focus on this before moving on to consider how
it fits into the broader great power vision of China.

The 2+7 Initiative

In his speech at the 2013 ASEAN-China summit, Li Kegiang offered two
fundamental principles, i.e.. political-security cooperation and economic
cooperation, to be developed in tandem as the basis of China-ASEAN
relations. He then proposed seven negotiation agendas that advance
China-ASEAN relations on both fronts:

I. sign a new China-ASEAN treaty of good neighbourliness and

cooperation;

begin an annual China-ASEAN defence ministers’ meeting;

3. upgrade the ASEAN-China FTA and reach USS1 trillion in two-way
trade by 2020;

4. create a new Asian Infrastructure Investment Bank;

5. expand renminbi (RMB) currency swaps, RMB trade invoicing, and
RMB banking services;

6. build maritime cooperation in the South China Sea via, among other
things, an annual maritime ministerial meeting; and

o

* China vows to build community of common destiny with ASEAN, Xinhuanet,
3 October 2013 <news.xinhuanet.com/english/china/2013-10/03/c_132770494.
htm>.



7. promote cultural exchange, scientific, and environmental
cooperation.®

The first two agenda items (the China-ASEAN treaty of good
neighbourliness and cooperation; and the annual China-ASEAN defence
ministers’ meeting) advance the political-security cooperation principle.
The rest advance the economic cooperation principle but they are not
devoid of political and security implications. However, what is missing
is any offer of an olive branch over the South China Sea problem. On
the contrary, Premier Li stated that, “The Chinese government is ...
unshakable in its resolve to uphold national sovereignty and territorial
integrity.”’

At the next ASEAN-China summit meeting in December 2014, Li
reaffirmed Xi Jinping’s visionary agenda and his own 2+7 initiative
offered the previous year.® With respect to the seven negotiation agendas
he proposed in 2013, Li pointed to specific achievements in points 3, 4,
and 7 listed above, namely, negotiations to upgrade the China-ASEAN
FTA (point 3); a signed agreement to establish the AIIB (point 4);
and formation of the Network of ASEAN-China Think Tanks as well
as other human exchange programmes (point 7). Li could point to no
solid advances in the political-security policy coordination, but China
expects progress here to match progress in economic cooperation. The
conflicting claims over island ownership and/or maritime jurisdictional
rights in the South China Sea involving China, Vietnam, the Philippines,

¢ Remarks by H.E. Li Keqiang Premier of the State Council of the People’s
Republic of China At the 16th ASEAN-China Summit, 10 October 2013.
<http://www.fmprc.gov.cn/mfa_eng/topics 665678/1kqzlexdyldrxlhy 665684/
t1089853.shtml>.

7 “China-ASEAN relationship still thrives”, Chinadaily.com, 9 October 2013
<http://usa.chinadaily.com.cn/china/2013-10/09/content 17015977 2.htm>.

* Remarks by H.E. Li Keqiang Premier of the State Council of the People’s
Republic of China At the 17th ASEAN-China Summit, 13 November 2014
<http://www.fmprc.gov.cn/mfa_eng/wjb_663304/zzjg 663340/yzs 663350/
xwlb_663352/t1212266.shtml>.



Brunei, Malaysia, Indonesia and Taiwan explain this lack of progress,
and the relationship of this question to the 2+7 initiative will be discussed
after looking at the details of the 2+7 initiative.

What China Offers

China offers ASEAN countries a substantial list of material inducements
to advance its 2+7 initiative. This list includes: US$10 billion in
concessional China-ASEAN project loans; RMB50 million in grants for
ASEAN community building; RMB3 billion in development grants to
the less developed countries of Indochina (Cambodia, Laos, Myanmar
and Vietnam); RMB30 million to promote enhancement of the China-
ASEAN FTA; a second phase replenishment of the China-ASEAN
Investment Cooperation Fund of US$3 billion; a US$10 billion special
loan by the China Development Bank for China-ASEAN infrastructure
development to be implemented by Chinese firms relocating to Southeast
Asia; and a China-ASEAN Maritime Cooperation Fund to finance
maritime cooperation activities.’

China also offers ASEAN members cooperative political and
technical support in a variety of ways. Examples include a new
Mekong River dialogue and cooperation mechanism; support for
poverty reduction; construction of trans-border economic cooperation
zones and industrial parks; research and cooperation in harmonizing
trade and financial procedures; planning for enhanced connectivity in
transportation, telecommunications, power, and the internet; sponsorship
of a China-ASEAN maritime cooperation centre; a ministerial level
maritime cooperation forum; the Pan-Beibu Gulf Economic Cooperation
Action Roadmap; disaster management cooperation; construction of
China-ASEAN Education and Training Centres; agricultural technology

” Remarks by H.E. Li Keqgiang Premier of the State Council of the People’s
Republic of China At the 17th ASEAN-China Summit, 13 November 2014
<http://www.fmprc.gov.cn/mfa_eng/wjb_663304/zzjg_663340/yzs_663350/
xwlb_663352/t1212266.shtml>; “News Analysis: China, ASEAN embarking on
cooperation of ‘diamond decade’,” Xinhuanet, 11 November 2014 <http://news.
xinhuanet.com/english/indepth/2014-11/11/c_133781595.htm>.



demonstration centres; and technical, scientific, and educational
exchange programmes.'’

What China Expects

Winning ASEAN followership not only realizes China’s ambition for
great power status; it also gives China “face” that translates into domestic
political legitimacy for Beijing. The idea is to use economic incentives
to lead ASEAN into broader and deeper “all-dimensional™ cooperation,
By cultivating ASEAN economic dependence China gains privileged
institutionalized access and greater leverage among ASEAN members.
Those members most dependent on China may be tempted to trade
their influence inside ASEAN to gain additional benefits from China.
The result would be ASEAN policies and activities that avoid relations
with other powers that might displease China. An ASEAN that respected
China’s core interests and great power ambitions above all else would
constitute a harmonious and prosperous Asian community under Chinese
leadership.

Though ASEAN agreement to new security cooperation with
China—even as China continues to disrupt the territorial status quo in
the South China Sea—may signal acceptance of China’s behaviour and
9-dash line territorial and jurisdictional claims, to ASEAN members such
as Thailand, Laos, Cambodia, and Myanmar with no territorial claims
or maritime resources at stake in the South China Sea, the material
inducements that China offers to move this new security cooperation
agenda forward may be persuasive.

The South China Sea Question and the 2+7 Initiative

The reason for lagging political-security cooperation in the 2+7 Initiative
is China’s harsh South China Sea maritime confrontations with Vietnam
and the Philippines; its refusal to acknowledge the authority of impartial
international adjudicatory mechanisms under international law to resolve

10 Tbid.



land and maritime jurisdictional disputes connected to China’s 9-dash
line claim; stalled talks between China and ASEAN over a legally binding
Code of Conduct in the South China Sea; and China’s methodical,
incremental and unilateral actions to change the maritime status quo at
the expense of rival claimants” sovereignty claims, e.g., at Scarborough
Shoal/Huangyandao in 2012,"" Chinese province Hainan’s declared
intention to enforce exclusive fishing rights in two million km?® of the
South China Sea," and the construction of new artificial dual-use islands
in contested areas."” These behaviours suggest an uncompromising
Chinese claim to exclusive jurisdiction within the 9-dash line.

When acting unilaterally to secure exclusive control within its
9-dash line claim, China relies primarily on paramilitary forces, i.e., its
fishing fleets, maritime safety, and civilian maritime law enforcement
agencies. It has bigger and more numerous civilian patrol vessels than
rival claimants, and they are regularly used to defend Chinese vessels
operating in disputed waters and chase away or arrest non-Chinese
vessels operating inside China’s 9-dash line. Were China to use military
force for this purpose, rival claimants could call it military aggression.
China might call it defensive action but to initiate military conflict would
harm China’s international image. Therefore, China relies on civilian
force to advance control below the threshold of military conflict. If
outclassed rival claimants resort to military force to resist the civilian
Chinese advance, China has at hand superior military force to “defend”
its territorial integrity and national sovereignty. This formula ensures that
the expansion of Chinese control remains both successful and “peaceful”.

" Nguyen Manh Hung, “ASEAN’s Scarborough Failure?”, The Diplomat,
16 June 2012 <http://thediplomat.com/2012/06/aseans-scarborough-failure/>,
“Q&A: South China Sea dispute,” BBC News, 8 May 2014 <http://www.bbc.
com/news/world-asia-pacific-13748349>.

" *The South China Sea: Hai-handed—China creates an ADIZ for fish”, The
Economist, 18 January 2014 <http://www.economist.com/news/asia/21594355-
china-creates-adiz-fish-hai-handed>.

"**China Expands Island Construction in Disputed South China Sea,” Wall Street
Journal, 18 February 2015 <http:/www.wsj.com/articles/china-expands-island-
construction-in-disputed-south-china-sea-1424290852>.



A key Chinese assumption is that this paramilitary maritime campaign
can continue without obstructing new political-security cooperation with
ASEAN under the 2+7 Initiative. Premier Li stated that, “Though there
exist disputes between China and some ASEAN countries regarding the
South China Sea, this does not affect overall stability in the South China
Sea, and freedom and safety of navigation in the South China Sea is
guaranteed.” China will discuss overall peace and security in the South
China Sea so long as its maritime disputes with ASEAN members are
not a topic. China argues that the disputes do not directly concern every
ASEAN member so China will not discuss its disputes with ASEAN as a
whole. To deal with its disputes with ASEAN members, China offers only
a bilateral negotiation with each individual claimant country as a path
to legal resolution. Premier Li stated in his speech, “Specific disputes
are to be addressed by countries directly concerned peacefully through
negotiation and consultation based on historical facts, international law
and the DOC...""

This “dual track approach” ensures that these disputes will not
become the subject of discussion between China and ASEAN as a whole
and it forecloses legal resolution of disputes by appeal to independent
and impartial international judicial mechanisms."’

China agreed in July 2013 to talk with ASEAN about a COC that
would set legally binding good behaviour rules pending resolution of
the conflicts. Progress in the infrequent rounds of COC talks is hard
to detect. In a bid to speed the agreement, in February 2015 Malaysia
proposed to discuss the COC at the ASEAN Defence Ministers’ Meeting
Plus to be held in November, but China rejected the proposal.'® China

!4 Remarks by H.E. Li Keqiang Premier of the State Council of the People’s
Republic of China At the 17th ASEAN-China Summit, 13 November 2014. Ibid.

5 “Li vows S.China Sea stability”, Sina English, 14 November 2014 <http://
english.sina.com/china/p/2014/1113/754340.html>; “FM rejects South China
Sea arbitration”, Global Times, 8 December 2015 <http://www.globaltimes.cn/
content/895453 .shtm|>.

' “South China Sea issues blunt progress at ADSOM Plus”, HIS Jane’s 360,
16 February 2015 <http://www.janes.com/article/49009/south-china-sea-issues-



hopes to contain ASEAN objections to Chinese activity in the South
China Sea inside the special purpose COC talks so they do not attach to,
and obstruct, China’s 2+7 initiative.

Premier Li proposed in the 2014 ASEAN-China meeting that, “peace
and security of the South China Sea be jointly upheld by China and
ASEAN countries working together.” This proposed basis for security
cooperation needs critical examination. Peace and security in the South
China Sea is not an exclusive responsibility arrogated by China with the
cooperation or permission of ASEAN. The right of all states to safety
and freedom in the South China Sea is established under international
law, is justiciable using impartial legal procedures and authorities, and it
concerns the entire international community.

ASEAN should take care that its interest in upholding the open global
commons and the international rule of law is reflected in any political-
security agreements that it undertakes with an external power, especially
if that power seeks a dominant hand in managing Southeast Asian
security.

Strategic Tradeoffs and Consequences

In order to speed the 2+7 initiative forward, China wants its South China
Sea disputes with ASEAN members disconnected from the collective
ASEAN agenda and side-tracked into the China-ASEAN COC talks
about rules of behaviour, or into bilateral negotiations between China and
individual rival claimants to find final legal resolution. The 2+7 Initiative
contains substantial economic rewards not only for side-tracking the
South China Sea dispute, but also for advancing new regional political-
security cooperation with China across a broad front. However, for
ASEAN to advance closer political-security policy coordination of the
sort China proposes—even as China acts to erode the sovereign rights

blunt-progress-at-adsom-plus>; “Deep divisions keep South China Sea issues off
Asean agenda”, South China Morning Post, 2 March 2015 <http://www.scmp.
com/comment/insight-opinion/article/1727672/deep-divisions-keep-south-
china-sea-issues-asean-agenda>.



claimed by ASEAN members such as Vietnam and the Philippines—
would effectively acquiesce to China’s behaviour and 9-dash line
claim. Moreover, any agreement that prevents ASEAN from expressing
a collective viewpoint on the South China Sea disputes would render
implausible the whole idea of ASEAN centrality in the construction of
regional norms and institutions governing peace and security in Southeast
Asia.

Premier Li urged ASEAN to side-track the South China Sea dispute
and move ahead with the 2+7 Initiative by saying, “Our shared interests
and the affinity of our cultural tradition far outweigh our different views
and disagreements.”"” Later, when deeper economic dependence on
China gives it increased leverage, individual ASEAN claimants may feel
more compelled to renounce their sovereign legal rights as coastal states
under the United Nations Convention on the Law of the SEA (UNCLOS)
in favour of China’s historical claims.

However, if China miscalculates ASEAN’s response and the South
China Sea controversy remains visible in headlines, this could rouse
anti-Chinese nationalism in Southeast Asia, alienate world opinion, keep
alive the risk of local conflicts and external intervention, and prevent
China from gaining the officially acknowledged leadership status it seeks
as Asia’s undisputed great power.

In addition, operational deployment of Jin class nuclear ballistic
missile submarines based in Hainan began in 2014. It would be surprising
if the PLA Navy did not want to exclude foreign maritime patrol activity
in the South China Sea to protect its nuclear deterrent. The choice of
Hainan as a ballistic missile submarine base is unfortunate because it is
in a small semi-enclosed sea facing unallied states that control the narrow
exits to the blue waters of the Pacific and Indian oceans. Moreover, under
international legal norms any vessel may freely traverse waters beyond
the 12-mile maritime coastal territorial limit, including the world’s naval
vessels. Thus, a South China Sea governed by international legal norms
is not well suited to be a secure Chinese naval bastion for nuclear missile

'7 Remarks by H.E. Li Kegiang Premier of the State Council of the People’s
Republic of China At the 17th ASEAN-China Summit, 13 November 2014. Ibid.
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