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As the economic and political importance of ASEAN has grown
significantly in East Asia in recent years, China has been making
substantial efforts to strengthen its relationship with ASEAN,
reshaping the regional order. This paper first examines China's
active approach toward ASEAN in recent years with a focus on
economic and security cooperation, and analyzes China's objectives
in it and potential obstacles that China may face. Second, this
research studies the impacts of China's recent approach toward
ASEAN on neighbor countries, in particular South Korea. This paper
argues that China's efforts to strengthen its relations with ASEAN
has an adverse effect on South Korea's foreign economic policy
toward East Asia and that they may place the country in an uneasy
strategic position between China and the United States and also
between China and Japan.
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|. Introduction

Most South Koreans tend to perceive the People’s Republic of
China (hereafter, China) as a Northeast Asian country. However,
China conceives of itself and behaves as an Asian country rather
than as a Northeast Asian country. Indeed, China borders most Asian
countries, including South Asian countries such as India and Nepal,
Central Asian countries such as Kazakhstan and Kyrgyzstan,
Southeast Asian countries such as Vietnam and Laos, and Northeast
Asian countries such as South Korea, North Korea, and Japan. All
the countries in all those regions perceive China as an important
intraregional country that affects their own national interests. In fact,
even though the issue of North Korea’s nuclear weapons is a matter
of cardinal importance for South Korea (hereafter, Korea), it is only
one of various security issues for China; other Asian countries also
carry issues that can affect the security of China. Thus, in order to
have a thorough grasp of its own interests in Asia, Korea should
expand its understanding of China’s foreign policies beyond the
Northeast Asian region. In particular, Korea needs to pay keen
attention to China’s positive approach toward the Association of
Southeast Asian Nations (ASEAN) in recent years,!) because it has
a significant impact on Korea’s own economic and security interests.

Why has China been actively approaching ASEAN in recent

1) At the ASEAN-China summit in 2006, which marked the fifteenth anniversary of
the establishment of the ASEAN-China dialogue, Chinese Premier Wen Jiabao
spoke, “China-ASEAN relations are a fine example of friendly exchanges
between countries in this region. They have brought real benefits to the peoples
of China and ASEAN countries and made important contributions to peace,
stability and prosperity in Asia and the world at large” (Wei 2006, 16).
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years? Which policies has China been implementing toward ASEAN
to develop their relations?2) What is the effect of the policies on
Korea? This article, firstly, analyzes China’s foreign policies toward
ASEAN in the economic and security areas in recent years.
Secondly, this research studies their effects on Korea’s foreign policy
in the same areas.

This article proceeds as follows. The following section analyzes
the development of ASEAN and its importance for China. Section
Il examines recent progress in the relations between China and
ASEAN. In Section IV, the objectives of China’s recent approach
toward ASEAN and the factors that might hinder China in achieving
them will be analyzed. Section V discusses the impacts of China’s
recent approach toward ASEAN on Korea. The final section offers

conclusions.

II. The growing importance of ASEAN for China

The importance of Southeast Asia on the world order has
increased without precedent as countries in the region have
developed a regional community and, as a result, been able to

expand their power as a group.3) The core of the Southeast Asian

2) For recent literature on China-Southeast Asia relations, see, for example, Cai
(2003), Ku (2006), Park (2005), Vatikiotis (2003), Wei (2005), Wong et al.
(2006), and Zheng (2006).

3) For recent literature on Southeast Asia’s regional relations, see, for example, the
June 2006 special issue of The Pacific Review on Southeast Asia’s regional
relations.
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regional community is ASEAN, the aims of which are to accelerate
economic growth, social progress and cultural development in the
region and to promote regional peace and stability. ASEAN was
created by Indonesia, Malaysia, Philippines, Singapore, and Thailand
in August 1967. Since then, ASEAN has successfully expanded its
membership; Brunei joined it in January 1984, Vietnam in July
1995, Laos and Myanmar in July 1997, and Cambodia in April
1999. As a result, ASEAN has become a regional community whose
members encompass all Southeast Asian countries except East
Timor, which has become independent from Indonesia in 2003.
ASEAN region’s population is about 500 million, its combined gross
domestic product (GDP) is US$700 billion, and its total trade is
about US$850 billion (ASEAN Secretariat 2006).

Southeast Asian countries began to discuss the path of the future
development of ASEAN in the late 1980s after conflicts between
ASEAN and Vietnam were resolved by the end of the Cold War and
a new international economic order emerged due to globalization and
growing regionalism. As a consequence, at the fourth ASEAN
Summit in Singapore in January 1992, ASEAN countries signed the
Singapore Declaration, the Framework Agreement on Enhancing
ASEAN Economic Cooperation, and the Agreement on the Common
Effective Preferential Tariff Scheme. These agreements aimed to
reconfirm ASEAN as the key institution for regional cooperation in
Southeast Asia and to strengthen political ties and economic
cooperation among Southeast Asian countries.

In 1994, ASEAN countries established ASEAN Regional Forum
(ARF) to promote peace and mutual trust in the region.) ASEAN
Summit, which was held only four times from 1967 to 1992, started
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being held annually. In 1997, on the thirtieth anniversary of ASEAN,
ASEAN countries adopted ASEAN Vision 2020, under which they
agreed on a shared vision of ASEAN as a concert of Southeast
Asian countries, and established ASEAN+3 with China, Japan, and
Korea.5) Since then, ministerial meetings in the areas of foreign
affairs, finance, and trade, as well as summit, among these countries
have been regularly held. In addition, central bank governors and
other high-ranking officials in the countries have held meetings
periodically.

In 1999, the leaders of ASEAN+3 countries expressed a strong
willingness for East Asian regional cooperation by adopting a Joint
Statement on East Asian Cooperation. In 2000, the finance ministers
of ASEAN+3 countries adopted the Chiang Mai Initiative, which
was the first significant regional financial arrangement to enable
countries to cope with disruptive capital flows and maintain
exchange rate stability.6) In 2003, ASEAN countries agreed to
establish an ASEAN Community, which would consist of an
ASEAN Security Community, ASEAN Economic Community, and
ASEAN Socio-Cultural Community. In 2004, to develop ASEAN+3
further, ASEAN+3 countries agreed to open an East Asia Summit
(EAS), which aimed at building a new East Asian regional
community, in the following year.

As scheduled, the first EAS was held in 2005. At the summit,
ASEAN countries confirmed that ASEAN+3 would be the main

4) For an analysis of the ARF, see Heller (2005).

5) For ASEAN Vision 2020, see the website of ASEAN Secretariat
(http://www.aseansec.org/1814.htm).

6) For more on the Chiang Mai Initiative, see Park er al. (2005).
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institution for East Asian cooperation and for building an East Asian
community, and China, Japan, and Korea decided to participate in
regional cooperation more actively. The countries also agreed to
issue a second Joint Statement on East Asia Cooperation in 2007,
which would be the tenth anniversary of ASEAN+3, to establish the
future direction for an East Asian community and to consolidate
ASEAN+3. Three non-East Asian countries — Australia, New
Zealand, and India — were invited to this summit as new members.

Such dynamic changes in Southeast Asia have led China to pay
greater attention to the region and to attach more importance to the
region in its foreign policy for the following reasons. One important
reason is that more than thirty million overseas Chinese reside in
Southeast Asia (two million in Singapore, five million in Thailand,
five million in Malaysia, and eight million in Indonesia). The capital
of these overseas Chinese has played a salient role in economic
development in China since the opening of its markets, and it still
wishes to attract investment by overseas Chinese. Therefore, it is
critically important for China to keep a stable political relationship
with ASEAN.

Another reason is that the seaborne energy resources necessary
for China’s economic growth pass through Southeast Asian waters
such as the Malacca, Sunda, Lombok, and Makassar Straits, as well
as the South China Sea (Vaughn et al. 2006, 19-20). Given that
China’s economic growth relies heavily on the import of energy

resources,”) China needs to secure this shipping lane. In short,

7) China is the world’s second largest importer of oil and consumes half the world’s
cement, a third of the world’s steel, a quarter of the world’s copper, and a fifth
of the world’s aluminum. Moreover, China’s oil imports are expected to increase
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Southeast Asia is a region that has a significant impact on China’s
energy security.

In addition, ASEAN countries already launched an ASEAN Free
Trade Agreement (FTA) that became fully operational in 2003, even
though skeptics argued that ASEAN was not an ideal region for
economic integration because of the disparity of economic
development among ASEAN countries. Under the ASEAN FTA,
tariffs on goods traded within the ASEAN region were to be reduced
to 0 to 5 per cent by 2002/3 (by 2006 for Vietnam, by 2008 for
Laos and Myanmar, and by 2010 for Cambodia).8) In these
circumstances, it has become salient for China to secure favorable
access to ASEAN markets for its economic growth.

Moreover, since the end of the Cold War, ASEAN has led the
establishment of the major East Asian international institutions such
as the ARF, ASEAN+3, and the Asia-Europe Meeting, while it has
expanded its own membership. As a result, the status of ASEAN in
the international community has been rapidly rising. This has led
China to take a serious view of ASEAN.

Finally, one of China’s key national aims is to obtain the status
of superpower through the modernization of the nation, and, for
China to concentrate on this task, it needs to maintain a stable

security environment in its neighboring regions (Yan 2004).9

from 6.2 million barrels of oil per day (bbl/d) in 2004 to 12.7 million bbl/d in
2020 (Vaughn et al. 2006, 19-20).

8) On the ASEAN FTA, see the website of ASEAN Secretariat
(http://www.aseansec.org/economicaftaft.htm).

9) For a discussion on the rise of Chinas power, see Wang (2004) and Medeiros
(2003)
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China’s traditional foreign strategies since its modern establishment
could be characterized as “Taoguang Yanhui,” which means “to
conceal capabilities and avoid the limelight until the time is ripe,”
and “Yousuo Zuowei,” which means “to make contributions when
necessary.” However, since Hu Jintao took office in 2003, China’s
foreign strategies have changed to “Heping Jueqi (peaceful rise),”
which refers to the idea of China’s peaceful rise as a powerful
country, and then to the current “Hexie Shejie (harmonious world),”
which refers to the idea of constructing the world’s common
prosperity through multilateral approaches. In this regard, to secure
an amicable relationship with ASEAN countries has become a

necessary part of China’s foreign strategies.

lll. The development of China-ASEAN relations

The growing strategic importance of ASEAN has led China to
implement positive foreign policies toward it. China’s subsequent
build-up of amicable relations with ASEAN is generally assessed as
one of China’s most successful foreign policies (Shutter and Huang
2007, 78).

Economic cooperation is the area where China’s foreign policy
toward ASEAN has been most active. Over the past fifteen years,
bilateral trade between China and ASEAN countries increased more
than 20 per cent annually. As a result, the volume of China-ASEAN
trade reached US$130 billion in 2005, roughly fifteen times that in
1991, when China established diplomatic ties with all ASEAN
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countries (Chinese Government 2006a). China and ASEAN are
currently each other’s fourth largest trading partners. ASEAN is
China’s fourth biggest export market and third largest source of
imports. Cooperation in investment between China and ASEAN
countries has also expanded: ASEAN countries invested US$40
billion in China by the end of June 2006, whereas Chinese
investment in the countries reached US $158 million by 2005
(Chinese Government 2006b).

One of the most dynamic components of the rapidly-developing
economic cooperation between China and ASEAN is the ASEAN-
China FTA (hereafter ACFTA).10) At the fourth ASEAN-China
Summit in Singapore in November 2000, China emphasized that it
was dedicated to developing a good partnership with ASEAN and
put forward a basket of proposals on strengthening cooperation with
ASEAN, including the formation of the ACFTA.ID In the summit,
China also proposed to establish an expert group for ASEAN-China
economic integration, which would discuss how to strengthen
economic cooperation (Ministry of Foreign Affairs of China 2000).
At the fifth ASEAN-China Summit in Brunei in November 2001,
China made a formal proposal for the establishment of the ACFTA
within ten years, suggesting that China would grant special tariff
treatment to three least developed ASEAN countries (Laos,

Cambodia, and Myanmar) (Zhu 2001).

10) For a Chinese view of ACFTA, see Qiu (2004). Since the Asian financial crisis
of 1997, China has actively adopted FTAs to increase its economic stability and
the openness of its markets (Yeo 2006, 46).

11) In the summit, then Chinese Premier Zhu Rongji proposed, “China and ASEAN
can explore in the long run the establishment of a free trade relationship between
them” (Ministry of Foreign Affairs of China 2000).
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As a result, at the sixth ASEAN-China Summit in Phnom Penh,
Cambodia, in November 2002, China and ASEAN signed the
Framework Agreement on Comprehensive Economic Cooperation
Between ASEAN and China, under which the two parties agreed to
negotiate expeditiously to establish an ACFTA covering trade in
goods by 2010 between China and the six older ASEAN countries
and by 2015 between China and the four newer ASEAN countries.!2)
The Framework Agreement included the Early Harvest Program,
which was an effort to facilitate the birth of the ACFTA by allowing
ASEAN countries to attain early access to China’s huge domestic
market prior to the establishment of the ACFTA by reducing tariffs
on agricultural products; given that China’s agricultural products
were not price-competitive against ASEAN countries’, the program
was largely a Chinese concession to give early free trade benefits to
ASEAN countries (Cheng 2005, 281). China and ASEAN countries
began the implementation of the program in January 2004, reducing
tariffs on more than 500 agricultural products (People’s Daily Online
October 27, 2006).

At the eighth ASEAN-China Summit in Vientiane, Laos, in
November 2004, China and ASEAN signed the Agreement on Trade
in Goods of the Framework Agreement on Comprehensive Economic
Co-operation between ASEAN and China, which began a reduction
in tariffs on more than 7,000 products.!3) In July 2005, the

agreement came into effect, and the two parties began cutting tariffs

12) The Framework Agreement is available at the website of ASEAN Secretariat
(http://www.aseansec.org/13196.htm).

13) The agreement is available at the website of ASEAN Secretariat
(http://www.aseansec.org/4979.htm).
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on the products (People’s Daily Online October 27, 2006).14)

Under the ACFTA, China and the six older ASEAN countries
will impose zero tariffs on more than 7,000 products by 2010, and
China and the four newer ASEAN countries will do the same by
2015 (Chinese Government 2006a).15) Once completed, the ACFTA
zone is expected to become an economic area of 1.7 billion
consumers, with US$2 trillion worth of GDP and a trade volume of
USS$1.2 billion, emerging as the world’s third-largest free trade area
after the European Union (EU) and the North American Free Trade
Agreement (NAFTA). China’s exports to ASEAN are expected to
increase by US$10.6 billion, or 55 per cent, and its imports from
ASEAN are expected to rise by US$13 billion, or 48 per cent
(Ministry of Commerce of China 2003). As a result, China is
expected to be the biggest trading partner for ASEAN countries by
2009, surpassing the United States (The Hankyoreh November 1,
2000).

China has also promoted cooperation with ASEAN in the area
of security. In 1991, as mentioned above, China established
diplomatic ties with all ASEAN countries. In 1992, China attended
a Post Ministerial Conference. In 1994, China became a member of
the ARF. In 1997, China and ASEAN opened the first ASEAN-China
Summit. At that first meeting, then Chinese President Jiang Zemin
made a speech entitled “Establish Good-Neighborly Partnership of
Mutual Trust Oriented to the 21st Century.” After the summit, the

14) China and ASEAN signed a joint statement to reaffirm their intention to build
the ACFTA by 2010 (Chinese Government 2006b).

15) China and ASEAN are currently carrying on negotiations in the fields of service
and investment.
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two sides issued a joint declaration, establishing guidelines for their
relationship and common policies of a goodneighborly partnership of
mutual trust in the future (People’s Daily Online October 29, 2006).
At the sixth ASEAN-China Summit in November 2002, China and
ASEAN issued the Joint Declaration of ASEAN and China on
Cooperation in the Field of Non-Traditional Security Issues and
signed the Declaration on the Conduct of Parties in the South China
Sea, as well as the Framework Agreement on Comprehensive
Economic Cooperation between ASEAN and China.l6)

At the seventh ASEAN-China Summit in October 2003, China
became the first non"ASEAN country to join the Treaty of Amity and
Cooperation in Southeast Asia, demonstrating a notable enhancement
of the political trust between China and ASEAN. During the summit,
China and ASEAN also issued a joint declaration to develop their
relationship from “a good-neighborly partnership of mutual trust” to
“a strategic partnership for peace and prosperity.” In the declaration,
the two parties agreed to develop their security cooperation in three
ways: to expedite the implementation of the Joint Statement of
Cooperation in the Field of Non-Traditional Security Issues and
actively expand and deepen cooperation in such areas; to hold, when
appropriate, ASEAN-China security-related dialogue to enhance
mutual understanding and promote peace and security in the region;
and to implement the Declaration on the Conduct of Parties in the
South China Sea by discussing and planning ways, areas and projects

for follow-up actions.!?)

16) For conflicts in the South China Sea, see Buszynski (2003).
17) The declaration is available on the website of ASEAN Secretariat
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At the eighth ASEAN-China Summit in 2004, China and ASEAN
issued plans of action to implement the joint declaration of 2003.18)
At the informal ASEAN-China ministerial meeting in November
2005, China and ASEAN agreed to enhance maritime security
cooperation against piracy activities in the Malacca Strait and the
South China Sea. In July 2006, China and ASEAN agreed to increase
humanitarian military cooperation, by means such as United Nations
Peacekeeping Operations and actions against terrorism. At the
ASEAN-China Summit in October 2006 at Nanning, China and
ASEAN also agreed to denuclearize the Southeast Asian region, to
jointly develop the South China Sea, and to hold regular security

dialogues for regional security.

IV. China’s objectives and potential obstacles

The fast-growing cooperation between China and ASEAN is
largely attributable to Chinese efforts. Indeed, as shown in the Early
Harvest Program, China has sometimes born high costs to develop
a stable relationship with ASEAN.!9 Why has China approached

ASEAN so actively in recent years?

(http://www.aseansec.org/15265.htm).
18) For details of the plans, see the website of ASEAN Secretariat
(http://www.aseansec.org/16805.htm).

19) In October 2006, Chinese Commerce Minister Bo Xilai said, “I hope China’s
vast market could bring benefits to companies in ASEAN” despite China’s trade
deficit of US$20 billion with ASEAN countries in 2005 (People’s Daily Online
October 31, 2006).
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China has several economic motivations to enhance
cooperation with ASEAN. China can cope with the protectionism
that might be exerted by NAFTA and the EU by facilitating the
creation of a regional economic zone in East Asia. In 2004, the
aggregate GDP in ASEAN+3 amounted to 19 per cent of world GDP,
and the trade volume in the area reached 20 per cent of world trade.
The aggregate GDP of EAS countries accounted for 22 per cent of
world GDP and world trade in that year. Given the economic size
of East Asia, the region can become one of three pillars in the world
economy, competing with NAFTA and the EU. Therefore, the
establishment of an East Asia economic zone can provide China with
a competitive regional economic bloc favorable to it.

Moreover, China expects to gain an advantage over the United
States and Japan in the competition to take the leadership in economic
cooperation in East Asia by establishing an FTA first with ASEAN
within the framework of ASEAN+3. The ACFTA can help China
restrain the United States and Japan and strengthen its voice in
promoting East Asian economic cooperation.29) Also, given the large
aggregate economic size of ASEAN countries, China’s economic
cooperation with ASEAN can allow China to diversify its major trade
partners, reducing its reliance on specific countries or regions, such
as the United States or the EU, for its economic growth. The ACFTA
also helps China secure its imports of energy resources from ASEAN
countries. In addition, the ACFTA helps China preoccupy ASEAN

markets, which have strong potential for high growth, and, therefore,

20) For an analysis of East Asian regionalism after the Asian financial crisis of 1997,
see, for example, Bowles (2002), Dieter et al. (2003), Hamilton-Hart (2003), Hund
(2003), Kim et al. (2005), McDougall (2002), and Soesastro (2006).

198 RERMHIE 55538 (20074 81)



the ACFTA is expected to strengthen the competitiveness of the
Chinese economy.

Security factors also explain China’s active approach to ASEAN
in recent years. ASEAN can become an important pillar in an
international system that consists of one superpower, i.c., the United
States, and several powerful countries or regional powers, such as
the EU, Japan, Russia, China, India, etc. (Kim 2003, 8; Kuik 2005).
Therefore, China can strengthen its influence in the international
system by increasing its influence in Southeast Asia, as well as in
Northeast Asia and Central Asia.

China can also rely on ASEAN in countering the United States-
Japan alliance. China believes that the United States and Japan are
trying to put pressure on China by strengthening their alliance. In
addition, China understands that the United States intends to create
an Asian version of NATO (North Atlantic Treaty Organization) with
its allies (Japan, Korea, Australia, New Zealand, and the Philippines)
and those countries that maintain security cooperation with it
(Thailand, Singapore, Malaysia, India, Pakistan, Kazakhstan,
Uzbekistan, and Mongolia). Accordingly, to counter such a threat,
China intends to lead the creation of a regional institution that
excludes the United States in advance. In this plan, ASEAN can be
China’s most relevant partner (Bae 2005a, 10-11).

Furthermore, China can isolate Taiwan in East Asia by
developing cooperation with ASEAN. China’s official stance toward
Taiwan is that it does not decline to use force toward the island, as
shown by the fact that China adopted the Anti-Secession Law at the
tenth National People’s Congress in March 2005.21) Taiwan has

endeavored to increase economic cooperation with Southeast Asian
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countries to find a way out of its isolation in the region. In this
situation, economic integration between China and ASEAN is likely
to restrain the influence of Taiwan. Finally, Southeast Asian
countries strongly feel the “China threat” due to China’s fast
economic growth, growing military power and hawkish stance
toward Taiwan. In these circumstances, China needs to develop its
relationships with ASEAN countries in full measure to dissolve their
fear of its rise and to enhance their trust in it (Yoon 2006, 14-15).

There are, however, a number of obstacles that China should
overcome to achieve its objectives in approaching ASEAN. Firstly,
China’s economy and ASEAN countries’ are competitive rather than
complementary, given that both China and ASEAN countries have
labor-intensive economic structures based on manufacturing, and
their major export markets are almost identical (the United States,
the EU, etc.). As a result, despite their economic integration,
competition between Chinese and ASEAN countries is almost
inevitable. Therefore, negative effects in their domestic economies
that might arise from their competition may hinder their increasing
economic cooperation (Jun 2003, 144-146).

Secondly, although ASEAN strengthens economic cooperation
with China, it is also likely to make efforts to lead the cooperation.
Indeed, even though ASEAN has been able to obtain substantial
gains from the ACFTA, it has been discussing FTAs with other East
Asian countries, including Korea and Japan, to prevent China’s

economic influence in the region from growing too large. ASEAN

21) The full text of the Anti-Secession Law is available at
<http://english.peopledaily.com.cn/200503/14/eng20050314_176746.htm>.
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is also considering strengthening its economic cooperation with non-
East Asian countries such as India, Australia, and New Zealand
(Kwon 2004a, 32-33).

Thirdly, ASEAN countries’ fear of the “China threat” could curb
China’s cooperation with them. ASEAN countries are worried that
China’s growing military power could disturb the security and
stability of Southeast Asia. The issue of sovereignty over the Spratly
Islands (Nansha Islands) in the South China Sea lies at the centre
of ASEAN countries’ fear of China (Lee 2002; Han 2002, 383). The
Spratly Islands carry a significant geo-strategic value to connect East
Asia and India, as well as a substantial economic value in fisheries
and other natural resources in the region. China has refused to
tolerate other countries’ challenges to its sovereignty over the Spartly
Islands, although it is willing to discuss cooperative development of
the resources in the region. However, ASEAN has countered China
by brining the problem of the Spartly Islands up to the ARF (Lee
2003, 34). Therefore, even though China and ASEAN countries
signed the Declaration on the Conduct of Parties in the South China
Sea, the problem of the Spratly Islands will probably cause conflict
between China and ASEAN.

Fourthly, Japan’s attempt to increase its influence in Southeast Asia
can affect adversely the relationship between China and ASEAN. Since
the 1980s, Japan has endeavored to raise its influence in Southeast
Asia by providing the region with economic support, such as foreign
direct investment and foreign aid. In fact, Japan has traditionally
preferred an open regionalism such as Asia-Pacific Economic
Cooperation (APEC) to East Asian regional cooperation in a narrow

sense (Bae 2005a, 12).22) However, as China has strengthened its

China’s Approach toward ASEAN and Its Implications for South Korea 201



efforts to approach ASEAN by establishing the ACFTA, for example,
Japan has also made efforts to strengthen its relationship with ASEAN,
including its agreement with ASEAN in 2002 on the creation of an
FTA by 2012. As a result, China is likely to confront Japan in the
competition to take the lead in Southeast Asia.

Finally, the United States’ policy toward Southeast Asia could be
a critical obstacle to China in achieving its objectives in approaching
ASEAN (Han 2004). Although the importance of ASEAN in US
foreign policy is not so high, Southeast Asia is a useful region for
the United States in constraining China. The key interests of the
United States in the region include the promotion of stability and
balance of power with the strategic objective of keeping the region
from being dominated by any hegemon, the prevention of being
excluded from the region by another power or group of powers, and
support for treaty allies and friends, as well as freedom of navigation
and protection of sea lanes, trade and investment interests, the
promotion of democracy, rule of law, human rights and religious
freedom, and preventing the region from becoming a base of support
for terrorists (Vaughn et al. 2006, 4). Accordingly, the United States
intends to hold the leadership in the regional community in Southeast
Asia. For this purpose the United States intends, on the one hand,
to strengthen bilateral relationships with Southeast Asian countries,
for example, by establishing FTAs with individual countries. At the
same time, the United States intends to enhance multilateral activities

that include it, such as the APEC. These policies by the United

22) For the rivalry between China and Japan in Southeast Asia, see Lincoln (2006,
2-4).
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States are designed to increase its military as well as economic ties
with Southeast Asian countries.23)

ASEAN countries have to some extent responded to the strategies
of the United States positively as they seek for equidistance
diplomacy between the United States and China due to their doubts
on China’s intentions (Yin 2004, 25). Indeed, although ASEAN
countries wish to enhance economic cooperation with China, most of
them expect the United States to play an active role in security for
the region, including the role of balancer on the issue of the Spratly
Islands. As a result, in an implicit agreement with ASEAN countries,
the United States has been trying to prevent the emergence of a
situation in which China competes against the United States using
Southeast Asia as a strategic partner. Accordingly, ironically, the
more relations between China and ASEAN develop, the more
important the role of the United States as ASEAN’s strategic partner
becomes (Simon 20006).

V. The impact on Korea of China’s approach to ASEAN

Although China’s approach toward ASEAN has to overcome a
number of difficulties before it can achieve its objectives, it already
has substantial effect on Korea’s policy toward ASEAN. ASEAN is

an economically salient region for Korea, as it is for China;24)

23) The US Congress appropriated US$6 million for military equipment and training
for Indonesia in 2007, and the United States began to supply spare parts for
Indonesia’s F-5 and F-16 jet fighters (Simon 2006, 3).
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ASEAN was Korea’s fifth largest trading partner, accounting for
more than 10 per cent of its total trade, its third biggest foreign
investment region, and its second largest foreign construction market
in 2003 (Ministry of Foreign Affairs and Trade of Korea 2004, 129-
136). In these circumstances, China’s economic policy toward
ASEAN has a significant effect on the Korean economy and also on
Korea’s key foreign economic policy objective of becoming the hub
for East Asian economic integration. China’s recent approach toward
ASEAN could also affect Korean-United States relations, which are
the core of Korea’s security diplomacy, and could also cause
difficulty in Korea’s relations with China and Japan as they compete
to take the lead in Southeast Asia.

The first major effect on Korea of China’s recent economic policy
toward ASEAN is that it could reduce Korean firms’ competitiveness
in the Chinese and ASEAN markets, which are their main export
markets.25) In 2010, when the ACFTA becomes completed, Korean
firms selling major export items such petrochemicals, plastics,
textiles, footwear, and electronic goods in the Chinese and ASEAN
markets will face a tariff rate more than 10 percentage points higher
than the rate applied to Chinese and ASEAN firms. Thus, there is

a strong likelihood that Korean firms’ competitiveness for those items

24) The relationship between Korea and ASEAN has been persistently developed
since 1989, when the two parties established a Dialogue Partnership. For the
development of the relationship between the two parties, see Ministry of Foreign
Affairs and Trade of Korea (2004, 101-146).

25) For an analysis of the impacts of the ACFTA on Korea’s exports, see Ministry
of Commerce, Industry and Energy of Korea (2005a, 2005b) and Korea Trade-
Investment Promotion Agency (2005). For an analysis of the effects of East
Asian economic integration on the industrial structure of Korea, see Kim (2006a).
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will decline in the markets. In particular, according to an analysis by
the Korea Trade-Investment Promotion Agency (2005), Korean firms’
competition with Chinese firms in ASEAN markets is likely to
become more severe than their competition with ASEAN firms in
Chinese markets.20) Indeed, as the ACFTA was established, Korean
businesses, government officials, and scholars began to worry that it
would cost Korea its major export markets. Therefore, they proposed
to increase Korean firms’ competitiveness by creating a Korea-
ASEAN FTA (KAFTA) with even greater trade liberalization than the
ACFTA planned to adopt.2?

In addition, the ACFTA is likely to have an adverse impact on
Korea’s plan to play a key role in East Asian economic integration.
Korea has been actively negotiating FTAs since the early 2000s, and
one of its ultimate objectives is to develop the country as the hub
of an East Asian FTA network.28) This policy objective is linked to
the Korean government’s policy to develop Korea as a key nation
in the East Asian economy (Ministry of Finance and Economy of
Korea 2005b). However, as mentioned above, China also aims to

take the lead in East Asian economic cooperation through the

26) In fact, while Korea agreed with ASEAN to establish an FTA, it is reluctant to
create an FTA with China despite China’s strong courtship. For an analysis of
the negotiations for an FTA between Korea and China, see Choe (2007).

27) See Cheng (2005, 299), Cheong et al. (2003), Korea TradeInvestment
Promotion Agency (2005), and Kwon (2004b).

28) Given the Korean economy’s heavy reliance on foreign trade, the Korean
government has strongly perceived that Korea needs active trade strategies for its
economic growth. As a result, as FTAs have mushroomed around the world in
recent years, the Korean government has made every effort to establish FTAs in
order to secure export markets and strengthen the competitiveness of the Korean
economy. For Korea’s FTA policies, see Choi (2006), Lee (2005), and Ministry
of Finance and Economy of Korea (2005a).
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ACFTA. Therefore, the ACFTA could conflict with Korea’s plan to
take the lead in economic cooperation in the East Asian region.
These circumstances led the Korean government to sign the
Agreement on Trade in Goods under the Framework Agreement on
Comprehensive Economic Cooperation among the Governments of
the Member Countries of ASEAN and Korea, which is a key part
of KAFTA, in May 2006, as a means to preoccupy growing ASEAN
markets before China (and Japan) can take over (Ministry of Finance
and Economy of Korea 2005a).2%) Indeed, while the actual level of
liberalization for key trade products such as automobiles and steel is
not high in the ACFTA, the KAFTA requires a greater level of
liberalization for such products (Choi 2006). Even though Korea
began negotiating with ASEAN for an FTA three years later than
China did, the KAFTA, like the ACFTA, will abolish tariffs for 90
per cent of goods by 2010 and will implement additional tariff
reductions for “sensitive” goods by 2016, two years earlier than the
ACFTA. Additionally, the KAFTA sets an interim target of the
abolition of tariffs on 80 per cent of goods by 2009. These provisions
in the KAFTA resulted from Korea’s intention to preoccupy
Southeast Asian markets by accelerating and expanding trade
liberalization with ASEAN countries (see Kim 2006b).30)

The KAFTA is also the Korean government’s attempt to become

29) The agreement is available at the website of ASEAN Secretariat
(http://www.aseansec.org/KAFTA htm). For the process of the KAFTA, see the
website of the Ministry of Foreign Affairs and Trade of the Republic of Korea
(http://www.fta.go.kr/fta_korea/info.php?country id=14).

30) Once the agreement comes into effect, Korea’s trade surplus with ASEAN
countries is expected to rise to US$60 billion, from US$14 billion in 2005 (Choi
2006).
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the leader, or at least a main player, in the East Asian economy. As
regional economic integration in East Asia has progressed, as shown
in the case of the ACFTA, the Korean government has strongly felt
that it needs to build the groundwork to cope with the new regional
situation (Kwon 2006). These circumstances led the Korean
government to adopt a policy plan to develop Korea as the hub to
connect Northeast Asian markets to Southeast Asian ones through
the KAFTA. The Korean government expects that such a policy will
become a stepping-stone for Korea to play a key role in regional
economic integration in East Asia (see Kim 2006b; Choi 2006).
China’s approach toward ASEAN is also expected to have
significant effects on Korea’s security strategy. As mentioned above,
China’s approach toward Southeast Asia could create conflicts
between China and the United States for leadership in the region.
Meanwhile, for Korea, which faces diverse regional security threats
such as North Korea’s nuclear weapons, security cooperation with
the United States is desperately needed. Accordingly, when Korea
participates in regional cooperation in East Asia, it has to take into
full consideration the position of the United States (Bae 2005b, 16-
18).3) Meanwhile, given that China is another country key to
Korea’s security strategies, it is necessary for the Korean
government to maintain a good relationship with that country. As a
result, if conflicts between China and the United States emerge in
East Asia, Korea will face a difficult situation between the two

powerful countries. In this regard, the Korean government needs to

31) In fact, a Korea-United States FTA, which the two countries recently agreed to
establish, is expected to become a path through which the United States can
participate in regional cooperation in Northeast Asia indirectly (Lee 2006, 7).
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deliberate on the question as to which regional institution in East
Asia is most favorable to its own national interests. In other words,
the Korean government should ponder the relative advantages of
strengthening cooperation with a regional institution with higher
openness to outsiders, such as the APEC, and of increasing
cooperation with a more exclusive regional institution, such as
ASEAN+3.

In addition, it is likely that competition between China and Japan
for leadership in East Asia will place Korea in an uneasy position
between the two countries. One means for Korea to address such a
situation may be to increase its leverage by augmenting cooperation
with ASEAN. Korea does not have the capacity to compete with
China or Japan in military, economic, or political terms. However,
ASEAN countries will probably seek a strategic partner to alleviate
competition between China and Japan and strengthen their own
influence in East Asia. In that case, Korea could become that
strategic partner for ASEAN countries (Kim 2005, 158). Indeed, the
creation of the KAFTA demonstrates such a possibility.

Finally, given the strategic and economic importance of ASEAN,
Korea needs to develop its relationship with ASEAN further, in
particular, its bilateral relationship with individual ASEAN countries.
Although Korea has developed cooperation with ASEAN amicably
within multilateral frameworks such as the ARF and ASEAN+3,
Korea has tended to attach less importance to its relationships with
individual Southeast Asian countries. In addition, as Korea’s foreign
policy toward Southeast Asia has concentrated on the economic area;
political, social, and cultural exchange between Korea and individual

ASEAN countries has been much weaker.32) Korea may be able to
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strengthen its cooperation with ASEAN countries by providing
substantial economic aid to ASEAN countries, especially for those
with high potential for growth such as Vietnam, Indonesia, and

Myanmar.

VI. Conclusion

The Asian financial crisis of 1997 was a turning point for
regional cooperation in East Asia. It forced countries in the region
to perceive the necessity of strengthening regional cooperation and,
as a result, led to the creation of ASEAN+3. China has, on the one
hand, made substantial progress in its economic cooperation with
ASEAN, as reflected in the launch of the ACFTA. The ACFTA is
expected to accelerate regional integration in East Asia by facilitating
economic cooperation between Korea and ASEAN and between
Japan and ASEAN, and, consequently, economic cooperation among
the three major Northeast Asian countries, China, Japan, and Korea.
If an East Asian FTA is realized, it will emerge as a vast regional
economic zone with a population of 2 billion and a GDP of US$8
trillion. China has begun to take the lead in the developing trend of
East Asian economic integration. On the other hand, China has
actively sought cooperation with ASEAN countries in the areas of
diplomacy and security as well. Its actions suggest a reorganization

of the security order in East Asia.

32) As a result, there is criticism that Korea’s foreign policy toward Southeast Asia
is too pragmatic (Kim 2005, 159).
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Certainly, there are a number of obstacles that China has to
overcome before it can achieve the objectives of its approach toward
Southeast Asia. Nevertheless, changes in the economic and security
environments in East Asia caused by China’s recent policies toward
ASEAN have significant effects on Korea’s foreign economic and
security policies, as well as those of other countries in the region.
For that reason, Korea has been endeavoring to enhance its
economic cooperation with ASEAN to secure its export markets and
become a key country in East Asian economic integration. Also,
Korea is facing a situation in which it has to develop new strategies
to cope with the changing security environment in the region.

The sensation among neighbor countries caused by China’s active
approach toward ASEAN essentially reflects the growing salience of
ASEAN countries. There is little doubt that ASEAN will become a
core pillar in economic and military cooperation in East Asia. Thus,
a change in cooperation between ASEAN and its neighbor countries
is expected to become a key factor that will determine the future path

of the regional order in East Asia and, by extension, the world order.
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