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South-East Asia: A Hotspot
in Great Power Rivalry

In South-East Asia, the emerging great power China is challenging the
supremacy of the US, which is clinging to its leading role in the region.
Although the countries of South-East Asia agree that the great power
conflict is harming them as individual countries and as a region, they
are, nevertheless, seeking mainly selective, country-specific solutions

in response to their shrinking room for maneuver.

By Linda Maduz and Simon Stocker

In South-East Asia, the escalating US-Chi-
na conflict is clearly moving into the spot-
light. China and the US have incompatible
goals and ideas about the political order and
view each other as potential military oppo-
nents. In the competition for influence over
the countries in the region, technology and
infrastructure policy are playing an increas-
ingly important role alongside security and
trade. These different policy areas are be-
coming inextricably linked.

The new US president, Joe Biden, will
come up against a South-East Asia that
has aligned itself strongly with China in
economic terms over the past few years
while still relying on the US as an impor-
tant strategic partner. America’s Asia policy
has been anything but straightforward dur-
ing past US presidencies — for example, one
of the first official acts by Biden’s predeces-
sor, Donald Trump, was to formally with-
draw the US from the Trans-Pacific Part-
nership trade deal (TPP), which had been
an achievement of the Obama presidency.
By contrast, China has been able to gradu-
ally strengthen its position in the region
and is now the dominant trading power
and an important investor.

The power shift in South-East Asia poses
risks to the stability of the region. While
the economic order of South-East Asia is
increasingly oriented toward China, the se-
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ASEAN heads of state attend the 37th ASEAN Summit remotely in November 2020.
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curity order will remain dominated by the
US for the foreseeable future. Due to the
ever more open great power conflict, the
countries of South-East Asia (see map) are
increasingly having to make difficult choic-
es and are unable to develop relations with
China and the US simultaneously as they
once did.

This not only challenges the countries of
the region individually, but also collectively.

They share a strong interest in a rule-based
order, which they see as the foundation for
peace, stability, and economic growth. Chi-
na’s desire to expand has, among other
things, fueled numerous conflicts in the
South China Sea over the past decade, but
the unilateral approach of the US during
the Trump presidency also ran counter to
this interest. Although the Association of
South-East Asian Nations (ASEAN) pro-
vides an established, joint platform, South-
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East Asian countries are increasingly look-
ing for country-specific solutions or
partnerships with countries outside the re-
gion in the struggle to respond to great
power rivalry. The focus is on Australia, In-
dia, Japan, and, increasingly, on potential
European partners.

US-Asia Policy: Quo Vadis?

The Trump presidency weakened Ameri-
can influence in South-East Asia and the
confidence of countries in US leadership.
The TPP free trade deal — abandoned by
Trump in February 2017 — was the center-
piece of the “Pivot to Asia”, which was the
strategic US shift towards the Asia-Pacific
region that his predecessor, Barack Obama,
had sought from 2011. In contrast to
Obama, Trump largely stayed away from
high-level ASEAN summits. He threat-
ened trade partners with a trade balance
surplus such as Vietnam, Malaysia, Thai-
land, and Indonesia with punitive tariffs.

In contrast to trade policy, US relations
with South-East Asia are marked by great-
er continuity in the area of security and
military cooperation. Since World War 1I,

The countries of South-East Asia
increasingly find themselves in a

predicament.

the US has provided the security architec-
ture in South-East and North-East Asia
by means of its bilateral partnerships. As
American allies, the Philippines and Thai-
land are a part of this architecture. How-
ever, their formal defense alliances with the
US, which were concluded in the early
1950s, are less comprehensive and signifi-
cant than those of Australia, Japan, and
South Korea. The US has also maintained a
decades-old, in-depth security cooperation
with Singapore, which includes annual
joint military exercises.

From now on, Biden has the task of posi-
tioning the US in an international political
environment shaped by major geopolitical
shifts and the disruptive behavior of his
predecessor, while responding to new pri-
orities in the process. China is seen as a
strategic competitor across party lines and
has been defined as such in official US
strategy documents since 2017. The trade
conflict started by Trump quickly evolved
into a multidimensional strategic rivalry
between the US and China, with both ma-
jor powers seeking to influence third coun-
tries. The new protectionist stance also en-
joys broad support and could hold Biden
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The EU has not yet decided on a strategy for South-East Asia. Given the mutual economic
dependence, as well as the common interest in a rule-based international order, European
engagement seems increasingly necessary. France was the first EU member state to put forward
its own strategy in 2019 and as Paris has territories in the region, direct national interests are also
at the forefront here. In this context, France stresses strategic partnerships with local actors and
arms exports. Last Fall, Germany and the Netherlands also submitted their own policy paper for
the region. Both underlined the fact that a mere spectator role would be a disadvantage for the EU.

The term “Indo-Pacific” does not have a clear definition and this could be an opportunity for the
EU to emerge as a shaping force with its own approach. As the US FOIP policy is mainly aimed at
containing China, it was never an option for the EU to follow the American course. However, given
the increasingly significant differences between Brussels and Beijing, a strategy of equidistance
does not seem to be an option for the EU either. The EU might thus develop its own approach. One
focus here could be areas that are not seen as priorities by other actors, such as climate policy.
France will probably put the issue on the agenda during its EU Council Presidency in 2022, at the

latest.

back with regard to negotiating and con-
cluding free trade agreements, which are of
increasing geopolitical importance — espe-
cially in South-East Asia.

The US under Biden is expected to revert
to the multilateral path and try to resume a
leadership role in international policy areas
such as climate policy or global
health policy, including the
coronavirus pandemic — a role
that was also vacated in South-
East Asia under Trump. Biden’s
government will again seek in-
creased cooperation with allies, old and
new partners in all world regions in all pol-
icy areas, especially with regard to China.

China Cements Its Power

China has achieved a coup by concluding
the Regional Comprehensive Economic
Partnership (RCEP) free trade agreement
at the end of 2020. The creation of the
world’s largest free trade area to date in-
cludes all ten ASEAN countries, China,
Japan, and South Korea. China was already
ASEAN’s most important trading partner
before this and wice versa. Chinese direct
investment in the ASEAN area nearly tri-
pled between 2010 and 2017, but did not
match investment from ASEAN countries
and Japan. China has also become an im-
portant creditor, especially for the smaller
countries in South-East Asia. Cambodia
and Laos’ debt today amounts to over 25
per cent of their economic output.

China’s approach in South-East Asia is
characterized by a mixture of expansionism
and a quest for security through stable
partnerships. China’s 21st century ap-
proach to geopolitics focuses heavily on the
sea. There are security priorities in addition

to the economic aspects. Since 2012, Bei-
jing has aimed to become a great power at
sea and now has the largest navy in the
world when it comes to fleets. China has
historic territorial claims in the South Chi-
na Sea. Although these claims were reject-
ed as unlawful by the Court of Arbitration
in the Hague in the case of the Philippines
against China in 2016, China is still pursu-
ing its objectives de facto through naval ma-
neuvers, artificial islands and administra-
tive arrangements and taking the resulting
conflict with Brunei, Indonesia, Malaysia,
the Philippines, and Vietnam in its stride.
China sees the South China Sea as its
sphere of influence and brazenly rejects the
US-led call for freedom of navigation in
the South China Sea.

China’s original reasons for the Belt and
Road Initiative (BRI) launched in 2013 also
included its geostrategic calculation to try
and avoid conflicts in South-East Asia, and
especially the rivalry with the US, and to ex-
pand westwards. In the meantime, however,
the BRI has become a global investment
and infrastructure program. With BRI and
other cooperation initiatives that China has
increasingly initiated since Xi Jinping came
to power in 2012, it is intensifying its eco-
nomic and political relations both globally
and in the region. These cooperation for-
mats, which are so important for South-
East Asia, include the Asian Infrastructure
Investment Bank and the Lancang-Me-
kong Cooperation. (see CSS Analysis 272)

Increasing Pressure

Although Trump did not give South-East
Asia the same attention as Obama, he did
attempt to consider the growing strategic
importance of South-East Asia in the US-
China conflict and rolled out a number of
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initiatives. The US is reaffirming its region-
al commitment with the American version
of the Free Open Indo-Pacific (FOIP),
which has been promoted since 2017. The
US strengthened its efforts in security co-
operation as part of the FOIP policy. In
practical terms, this involved reviving the
multilateral security dialogue started in
2007 with Australia, India and Japan, as
well as intensifying freedom of navigation
operations in the South China Sea. The US
is also trying to counter China’s influence
with initiatives in development coopera-
tion, infrastructure financing and technol-
ogy development.

The countries of South-East Asia increas-
ingly find themselves in a predicament.
China’s expansion in the South China Sea
is leading to an escalation of territorial
conflicts. South-East Asia’s increasing eco-
nomic dependence on China is fueling
fears that China will also try to use its eco-
nomic weight to reshape the region’s secu-
rity order. However, the confrontational
stance by the US towards China and at-
tempts to draw South-East Asian allies
and partners to its side — for example with
the 5G Clean Network Initiative directed
against Huawei — do not help the interests
of those countries either. Moreover, the US
FOIP policy has only partially addressed
the real needs of the respective states in
South-East Asia to date.

Weaker “Hedgers”

South-East Asian countries are adopting
different strategies as they try to walk a line
between the two great powers. Chinese in-
fluence is obvious in the South-East Asian
mainland states of Laos, Cam-
bodia, and Myanmar. However,
while these countries depend
heavily on Chinese investment,
aid, and diplomatic support,
they should not be seen as satel-
lite states of Beijing. They also
employ hedging strategies
against China. In 2011, for example, the
then President of Myanmar, Thein Sein,
bowed to huge social pressure and sus-
pended work on the Myitsone Dam cham-
pioned by China. Even though they have
less geopolitical muscle, Cambodia and
Laos should therefore also be able to avoid
difficult decisions in a similar way in future,
for example, with regard to China’s much-
criticized Mekong dam projects.

Two US allies, Thailand and the Philip-
pines, have recently adopted stronger
stances towards China. Thailand was an
important partner of Washington in the

South-
adopting different strategies as
they try to walk a line between
the two great powers.

1 JTHAILAND

Strong hedging against China
Weak hedging against China
Formal US allies

~*=* China's historical territorial claims (Nine-Dash Line) X

~ Source: Us Dyepdrtrhent ofStafe

region after the Cold War. After the mili-
tary coup in 2014, relations with the US
deteriorated and Thailand concluded sev-
eral arms deals with China, including pur-
chasing three submarines. The military jun-
ta sees China as a reliable partner and
cooperates with China on numerous BRI
projects. Even though the US and Thailand
still conduct regular military exercises, the
structures of the respective armed forces

East Asian countries are

are well coordinated, and the U-Tapao Air-
field is an important US hub in the region,
Thailand no longer seems to be a model
ally for the US. At the same time, there is
growing mistrust of China in Thailand due
to delayed BRI projects.

Stronger “Hedgers”

The President of the Philippines Rodrigo
Duterte suspended visitation rights for US
troops last year and has previously stressed
that he wants to seek closer military coop-
eration with China. Experts assume, how-
ever, that this is unlikely to be a long-term
trend and that the country will have a less
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China-friendly attitude after the end of
Duterte’s tenure in 2022, meaning the dis-
putes over border demarcations in the South
China Sea are also likely to occur again.

Indonesia, Singapore, Vietnam, and some-
times Malaysia too are trying to find the
most independent positions possible be-
tween the US and China, and this means
accepting certain conflicts. Despite strong
trade and investment ties with China, these
countries are increasingly seeking diplo-
matic and military cooperation with the
US and other external actors, such as Aus-
tralia, India, or Japan, as they are very con-
cerned about China’s increasingly assertive
behavior in the South China Sea and its
growing economic influence. Malaysia’s
long-time former prime minister, Maha-
thir Mohamad, even ran a successful elec-
tion campaign in 2018 based on criticizing
Chinese influence. He also subsequently
cancelled a USD 20 billion BRI rail project
which was seen as too expensive, and the
costs for Malaysia were reduced by a third
after renewed negotiations. Indonesia is
also becoming ever more skillful in its deal-

ings with China.

Indonesia, Vietnam, and Malaysia have
also begun to develop their navies and
coast guards and strengthen their deter-
rence capabilities. Rearming naval forces
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has been a cornerstone of the Indonesia’s
President Joko Widodo’s plan, which aims
to preserve maritime sovereignty. Vietnam
and, to a certain extent, Singapore are ex-
panding their strategic relations with India,
Japan, and France. For this reason, Viet-

The ASEAN countries see China as
their most important economic

partner and the US as an

important security guarantor.

namese submarine troops are being trained
by the Indian Navy, which uses the same
submarines. In addition, Australian and
French warships regularly dock in Vietnam
for refueling or maintenance.

ASEAN, Tested To the Limit?

Founded in 1967, the regional organization
still stands for the preservation of a rule-
based order and the strengthening of mul-
tilateral cooperation. ASEAN is also an
intermediary for building trust between
non-member states. This inclusive ap-
proach leads to a multi-layered regional se-
curity architecture. In the ASEAN Re-
gional Forum, 27 countries exchange views
on security-related issues. In ASEAN+3,
the ten ASEAN countries are joined by
China, Japan and South Korea, and by
Australia, India, and New Zealand in
ASEAN-+6. China’s resurgence has proved
a major challenge to ASEAN unity despite
numerous diplomatic forums, changing not
only ASEAN’s relationship with China,
but also ASEAN states’ relationships with

each other.

China is a natural partner in important ar-
eas of ASEAN cooperation. According to

the G20 Global Infrastructure Outlook,
there will be a USD 600 billion infrastruc-
ture financing gap in South-East Asia by
2040. BRI projects are expected to improve
networking in the region and serve as a ba-
sis for further economic growth. China is
active in education and public
health in the Mekong countries
and it also wants to help in the
areas of digitalization and ur-
banization and supports the
ASEAN countries with its digi-
tal BRI Initiative and the con-
struction of so-called “Smart
Cities”. However, these pledges are also tar-
nished by the fear that the region will be-
come increasingly China-centric and ASE-
AN will lose its central position. At the
same time, the ASEAN countries do not
want to be used by the US to contain China
either and they do not want to be obliged to
commit to the FOIP, for example.

As ever, the ASEAN countries see China
as their most important economic partner
and the US as an important security guar-
antor. In addition, Japan is an important
source of investment and India has a prom-
ising sales market. The best-case scenario
would be to see the continued commit-
ment of all actors, as the region has done
well out of this equidistance strategy in re-
cent years. Likewise, increased European
involvement could prove to be of interest
(see info box). However, the question is
whether ASEAN has already reached the
limits of regional cooperation. In the past,
ASEAN showed a certain appetite for fur-
ther integration. This was long considered a
strength of the organization, because it
meant that conflicts could be avoided.
However, China’s growing influence seems
to be increasingly paralyzing ASEAN.
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Overcoming the Dilemma

South-East Asian countries are trying to
protect their interests individually and as a
region with different strategies — in the
complex context of American-Chinese ri-
valry. Lower labor costs and an advanta-
geous age distribution are allowing ASE-
AN countries to reduce their economic
dependence on China, while cooperating
with other countries. China’s sometimes
confrontational behavior also offers the US
the opportunity to engage more and sub-
stantially deepen partnerships. Europe can
also play a part in this, while ASEAN
countries would benefit from having a
united front and coherent communication
of their joint interests. A dialogue on how
to deal with rivals China and the US would
be key in the first instance. This way, the
various South-East Asian interests can be
weighed up and prioritized and any mis-
leading perceptions of supposed threats
can be allayed with the aim of strengthen-
ing cooperation among the states.
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